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CZECHOSLOVAKIA 


NEW EXPORT INCENTIVE MEASURES, TICHTER RULES DISCUSSED 
Prague HOSPODARSKE NOVINY in Czech 29 Jul 83 p 4 


[Article by Engineer Lubomir Hejl, Federal Ministry of Finance: "Stricter 
Rules Apply”] 


[Text] One of the economic tools based on utilizing the principle of managing 
the convertibility of the national currency--the Czechoslovak koruna--for for- 
eign currencies within the framework of the state's foreign-exchange monopoly, 
pursuant to Law No 142/1970 Sb On the Management of Foreign Exchange, is in- 
tended to contribute toward maintaining the balance of payments in dynamic 
equilibrium. This economic tool is known as the foreign-currency incentive. 
Through it the organizations that contributed toward improving the balance of 
payments may gain the right to exchange their korunas for foreign exchange, by 
obtaining foreign-exchange cover in the form of claims based on the foreign- 
currency incentive. 


The amount of such claims is derived from the amount of foreign exchange earn- 
ed through export, or the amount of foreign exchange saved in the individual 
areas of production and foreign trade. Foreign-currency incentive claims give 
the orgenizations the right to buy foreign exchange with their korunas, for 
special purposes, in accordance with the regulations that are in force on the 
planning, financing and management of investments. 


Ae a result of the changes in the external and domestic economic conditions, 
in 1982 it became necessary to depart from the original intentions at the time 
of drafting the 7th Five-Year Plan and to tighten the rules on using the ap- 
proved foreign-currency incentive claims on the accounts of the organizetions, 
so as to bring these rules in harmony with the state and development of the 
country's balance of payments. Through the foreign-currency incentive system 
it was necessary to respond in this manner to the world markets’ changed con- 
ditions that manifested themselves in a downturn and in the stagnation of com 
modity prices in foreign trade, and in some instances also in declining 
prices, already in 1981 but particularly in 1982. Furthermore, it was neces- 
sary to take into account some of the new experience gained in the practical 
application of this economic tool, because there were indications that in some 
instances the foreign-currency incentive claims were being used uneconomically 
and in conflict with the interests of society. These changes, together with 
provisions intended to further increase the effectiveness of this economic 
tool, are contained in the modifications and amendments to the Joint Decree of 
the Federal Ministry of Finance and the Federal Ministry of Foreign Trade 
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No 12/1980 VESTNIK FMZO On Foreign-Currency Incentives for the Export and Is- 
port of Piece- and Mass-Produced Goods, the Export of Turnkey Plants, the Con- 
clusion of Active Licensing Agreements and Similar Contracts, and for Provid- 
ing Services Abroad. 


For the convenience of the users of this statutory regulation, the complete 
text of decree No 12/1980 VESTNIK FMZO, as modified and amended by decree Nos 
4/1982 and 26/1982 VESTNIK FMZO, has been reissued. It was published also as 
a supplement to BOSPODARSKE BOVIBY, No 6, 1983. Last month the working proce- 
dures were completed that contain practical guidelines and explanations on how 
orgeDizstions can claim the foreign-currency incentive. The working proce- 
dures are published in ZPRAVODAJ STATNI BAMKY CESKOSLOVENSKE and in VESTNIK 
FMZO. 


Goods and Industrial Property 


The changes in the rules on how foreign-currency incentive claims arise apply 
primarily to the export of piece- and mass-produced goods. The rules on pro- 
duction organizations ere contained in Part 2 of the decree; and the rules on 
foreign-trade orgenizations, in Part 3. To intensify the effect of external 
economic relations on the production organizations that conclude with foreign- 
trade organizations commercial contracts for deliveries intended for export, 
the foreign-currency incentive has been transferred from the level of the eco- 
nowic production units to the enterprises. This provision applies to economic 
production units of the following types: sectoral enterprises that have affi- 
liated national enterprises, concerns whose concern enterprises have been 
authorized to conclude contracts for deliveries intended for export, and of 
course trusts. There are no changes whatsoever in the previous regulations in 
the case of sectoral enterprises without affiliated national enterprises, and 
of concerns where the concern enterprises have not been authorized to conclude 
contracts for deliveries intended for export. As already mentioned, this 
change is intended to increase production's interest in the results of foreign 
trade. Simultaneously the intermediate level of management--in o. .; words, 
the economic production unit's organizational level--has been authc.ized to 
combine the foreign-currency incentive claims of its subordinate enterprises 
in cases when such use of the claims is in the interest of the entire sector's 
development and is more efficient than if the claims were used separately by 
the enterprises. 


Due to stagnating and even declining prices, and to the downturn in foreign 
markets, it was no longer possible to maintain an incentive based on the 
growth of the export volume and the rise of export prices. Therefore an in- 
crease of export over the preceding year has been introduced as the sole basis 
of the incentive. If warranted, it may be replaced by overfulfillment of the 
export plan in cases when export has not increased, or has even declined, in 
comparison with the preceding year. Such replacement will be warranted espe- 
cially when an organization is able to prove its contribution toward overful- 
fillment of the export task. This change simultaneously constitutes a signi- 
ficant simplification of the rules. 


The entire system has retained evaluation of the results based on sales f.o.b. 


Czechoslovak border. When industrial property is exported, and also in the 
case of cooperation contracts that call for various intangible exports, the net 
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foreigo exchange earnings are the sales f.0.b. Czechoslovak border. The schem 
to wake the enterprise sphere more interested in contributing to the balance of 
payments, by deriving from the fulfillment of the planned foreign-exchange col- 
lections for exports the right to convert korunas into foreign exchange, is be- 
ing tested im an experiment to increase the efficiency of foreign commercial 
relations. The manner in which the foreign-currency incentive is to be applied 
to this scheme will be determined after analyzing the experience gained. 


The system of foreign-currency incentive for igsport substitution has already 
been modified in April 1982. The simplification introduced at that time re- 
maios in effect. Here there is some misunderstanding in interpreting the pro- 
visions of Section 27 of the reissued decree. The correct interpretation is 
that in cases when import is saved as a result of introducing production that 
substitutes for planned import, a share of the foreign-currency incentive equal 
to 30 percent of the saved amount is awarded to the organization that submitted 
the proposal and saved the import; if the proposal was submitted by an organ- 
ization other than the one that saved the import, the awarded claim is split 
equally between the two organizations. Another 30 percent of the saved amount 
is awarded to the organization that introduces the import-substituting produc 
tion. In cases when such production is not introduced (for example, when sav- 
ings are achieved by importing from another currency area, rather than for con- 
vertible foreign exchange), this second 30-percent share is not awarded. More 
effective measures for saving import have been introduced in other areas as of 
1983. 


No significant changes have been made in the individual provisions concerning 
industrial property, active licensing and similar contracts, contracts for the 
supply of commodities and products on a iaboratory scale, and cooperation con- 
tracts. On the basis of practical experience, the individual types of con- 
tracts have merely been defined more accurately, and examples illustrating them 
have been included in the work procedures. The part regulating the foreign- 
currency incentive for individualse--the authors or coauthors of discoveries, 
inventions, industrial designs, and innovation proposals--have been left un- 
changed. 


Turnkey Plants 


As a new element in the regulations, the system of foreign-currency incentives 
applicable to turnkey plants has been expanded to include also the export of 
construction work. It will be rememberei that the ban on exporting construc~ 
tion work has been lifted for the current five-year period, and the plan even 
calls for an export volume of construction work that is by no means insignifi- 
cant. Therefore measures have been introduced to ensure that also in exporting 
construction work in the nature of turnkey construction attention is devoted to 
earning the maximum amount of foreign exchange in the course of the necessary 
expenditures eat home. Attention is being devoted to this area especially be- 
cause, in comparison with other technologies, a significant proportion of the 
output is realized abroad; the point is to achieve the maximum net earnings 

of foreign exchange with such outputs. The system that is in force for export- 
ing turnkey plants has been proven in practice. It pursues this objective and 
contains rules for sharing the foreign-currency incentive. 








The experience of other countries with the organized export of construction 
work has been favorable. For successful realization, however, the necessary 
conditions gust be created particularly by the comstruction orgenizations, 
which function a8 prime contractors in relation to the foreign-trade orgeniza- 
tions. The sethods introduced for sharing the foreign-currency incentive take 
into consideration all the factors that influence the net foreignu-exchange 
earaings. By becoming acquainted with these methods in due time, it will be 
possible to create the prerequisites for ensuring that the foreign-currency 
incentive will influence truly effectively and throughout the entire process 
of realization--from preparations through actual realization to collecting the 
foreign exchange for the work performed--the management of the entire project 
so a6 to earn the maximums amount of net foreign exchange possible. The meth- 
ods are described in detail in the work procedures, and the decree merely pro- 
vides the necessary legal framework for them. At first glance the methods 
wight seem compliceted, but then the realization of s construction project in 
a foreign country is not simple either, especially in view of the uncompro- 
mising terms of paywent. Therefore it can only be to their advantage if the 
perticipating organizations and particularly their managers acquaint themselves 
with these sethods in due time. 





The rules on exporting turnkey plants were made more precise regarding the ap- 
plication of the conversion factors that the Czechoslovak Commercial Bank an- 
nounces for socialist organizations. The details are explained in the work 
procedures. This precisioning results essentially in a certain stabilization 
of the initial conversion factors from the time of contracting, for the actual 
computation of sharing the foreign-currency incentive in the individual stages 
of the commercial transaction's realization. 


Use of the Foreign-Currency Incentive Claims 


The organizations whose foreign-currency incentive claims have been approved, 
and which therefore have these claims credited to their accounts with the 
Czechoslovak Commercial Bank, will have to devote closer attention than up to 
now to the use of these claims. Measures have been introduced to tighten the 
use of the claims. 


Furthermore, conformity to the plan has been introduced as a new element into 
the system of using claims. Due to the growing net balances on the accounts, 
and simultaneously in response to the measures tightening the release and al- 
location of foreign-exchange cover in all their forms, the enterprise sphere 
hastened to spend its foreign-currency incentive claims. During 1982, pur- 
suant to the federal government's decision, it even became necessary to resort 
to holding up applications for the release of claims, until their use con- 
formed to the plan. 





The tighter rules are not only a response to the worsening conditions on the 
foreign-exchange markets due to deterioration of the political and economic 
conditions of international business relations, but also a result of uncovered 
instances of the claims’ uneconomical use. These facts were established by 
the organs that monitor this area, and also the appropriate control organs 
called attention to certain unhealthy phenomena that did not attest to the re- 
quisite degree of responsibility in some instances of use. There were cases 





of unecessary imports, and of using inexpedientiy the claims to pay for offi- 
cial Crips abroad. Altbough in the majority of the cases the claims were used 
in accordance with the regulations then in force, the established cases of 
wasteful use indicated the possibility that the rules governing the use of 
claims could be circumvented or interpreted one-sidedly. A greater effort had 
to be exerted to manage the entrusted resources economically and expedi-~ 
ently. Therefore the rules were tightened and their wording was made more 
precise. 


In the future the use of the foreign-currency incentive claims will be directed 
primarily toward increasing the ability to export and achieving import savings. 
Already since April 1982, the foreiga-currency incentive cannot be used to fi- 
nance official trips abroad. There are regulations in force governing the re- 
imbursement of the expenses of official trips, whether for business or other 
purposes. These regulations ensure that e211 tasks serving the isterests of 
the national economy are fulfilled. 


Conformity to the plan introduced into the use of the foreign-currency incen- 
tive claims means in practice that it will be necessary to plen in advance the 
uee of the claims for imports exceeding 100,000 korunas. The point is to 
force employees in the enterprise sphere to manage the use of the cleims pru- 
dently. Howsver, also the fact is takem into consideration that in the enter- 
prise sphere the foreign-currency incentive claims serve to some extent as 4 
reserve against emergencies, to finance an unforeseen need to import spare 
parts, etc. Such cases of unplanned imports are justifiable. In the case of 
imports for investweents or for productive consumption, however, the require- 
ment of conformity to the plan can be met. Thus the foreign-currency incen- 
tive becomes more clearly an instrument of the balance of payments, through 
the generation of claims and also through their use. In the area of generst~- 
ing claims it is necessary that this function of the foreign-currency incen- 
tive be interpreted correctly, so that the enterprise sphere will utilize the 
incentive's orientation on consciously and purposefully undertaking measures 
that will create already during the year the prerequisites for acquiring 
claims, instead of waiting passively until the end of the year to add up what 
the claims amount to. 


To increase the effectiveness of the foreign-currency incentive, also the 
sanctions of this system have been made stiffer. It is always unpopular when 
claims already approved for an organization are revoked, but the system must 
maintain a certain balance. The main change in this area is that the sanctions 
for damage to state management of foreign exchange are transferred from the 
level of the economic production units to the enterprise level. The defini- 
tion of foreign-exchange damage has been made more precise, on the basis of 
the gained experience. This precisioning is reflected in the work procedures. 


So far as the experimental foreign-currency incentive system is concerned in 
the sectors that use domestic resources and raw materials, the circle of ex- 
perimenting organizations remains practically unchanged. The rules are essen- 
tially retained, and only the conditions limiting the rise of a claim have 
been relaxed. This year approval of foreiga-currency incentive claims does 
not depend on fulfillment of the tasks in terms of wholesale prices. In this 
respect the difference between the general and the experimental rules has 
narrowed. 
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The changes in the rules governing the foreign-currency incentive are neither 
being implemented sor received with some degree of satisfaction. In this con- 
text, however, we gust bear in wind that this incentive is a tool of the bal- 
auce of paysents, whose development sot only depends on how the Czechoslovak 
economy is developing but is also affected by all the shifts and changes in 
the conditions of the world economy. The balance of payments reflects the 
consequences of the world's political and social development that is accompa- 
nied by considerable instability. This instability manifests itself also is 
the economic sphere and weighs heavily on the development of the Czechoslovak 
economy's commercial relations, ead hence also its payment relations, with 
these parts of the world. Therefore we can expect changes in the foreign- 
currency iscentive systems also in the future. 


But as we very well know, every change in « system generates « certain sis- 
truest that wight lead evza to undermining the system's effectiveness. The 
reasons for change sre therefore being weighed very carefully, and changes sre 
introduced only if they ere essential to achieve the necessary systems effect 
under the altered conditions. The changes that are effective as of 1 January 
1983 are warranted by increasing, or at least preserving, the effectiveness of 
the foreigo-curreacy incentive system even under the conditions of worsened 
externs| economic relations. 
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CZECHOSLOVAKIA 


PARTY, GOVERNMENT DISCUSS 1983 ECONOMIC TRENDS 


10261949 Prague Domestic Television Service in Czech and Slovak 1730 GMT 
26 Aug 83 


{Text] During the past few days the Presidium of the CPCZ Central Committee 
and the Government of the CSSR have discussed the results and principal trends 
in the development of the economy during the first half of the current year. 
important conclusions were drawn and specific tasks set for the coming period 
and these will be carried under the heading “To Raise the Effectiveness of the 
National Economy and Maintain the Restored Dynamism of Its Development” by 
KUDE PRAVO and other dailies tomorrow 


The CPCZ Central Committee Presidium stated above all that with the persisting 
demanding conditions and the slowing down of raw material and energy inputs, 
trends had begun to emerge of an acceleration in economic development, accom- 
panied by a surplus in the balance of trade and balance of payments, including 
those with the nonsocialist coumtries. At the same time the high living standard 
and social guarantees of the people were maintained. 


These positive trends must not be overestimated, however, fez they have been 
weakened to a considerable degree by some serious deviaticns from the plan both 
in the matter of how the output is used and through certain continuing negative 
trends. 


the CPCZ Central Committee Presidium states, among other things, that it is 
necessary to react sharply to the fact that during the first half of the current 
year almost 17 percent of enterprises failed to fulfill planned tasks and only 
40 percent of enterprises fulfilled all indexes set to assess the fulfillment 
of the plan. 


The CPCZ Central Committee Presidium has set out principal tasks on which it 

in necessary to concentrate our strength and attention. It gives priority to 
increasing the effort to raise the effectiveness of foreign trade and to improve 
the ratio between the prices of exports and importe. in the interests of 
strengthening equilibrium in the balance of trade and the balance of payments in 
the sphere of convertible currencies, further specific measures will have to be 
adopted to expand the pool of goods for exports and increase flexibility to meet 
the demands of foreign markets. Besides reducing the energy and material 
intensity and increasing the productivity and quality of labor, a further raising 
of the quality of supplies for the home market has been stressed. 











The CPCZ Central Committee Presidium directs a more consistent and rapid 
implementation of the measures for promoting production and sale of goods 

of high quality and for auxiliary production in plants which have not previously 
produced consumer goods. In the interests of fulfilling planned tasks, it is 
necessary to use reserves and opportunities with greater initiative in individual 
sectors and to act with greater determination against routine and inertia, to 
promote socialist enterprise and initiative, to react flexibly to probiems as 
they emerge, and to tackle issues as they arise, without bureaucratic delays 

and in comradely cooperation, while respecting fully the interests and needs 

of the whole society. 


CSO: 2400/45 














CZECHOSLOVAKIA 


FiRST-RALF 1983 ECONOMIC PLAN FULFILLMENT SUMMARIZED 
Prague HOSPODARSKE NOVINY in Czech 29 Jul 83 p 2 


[Article by Dr Engineer Vaclav Cap, science candidate, Federal Statistical Of- 
fice: “First Half of 1983") 


(Text) The Czechoslovak economy has already passed the halfway mark of the 7th 
Five-Year Plan. An evaluation of the attained results and evolving trends, and 
their comparison with the economic policy set for 1981-1985--when “the basic 
objective of party policy is to maintain and improve the attained level of the 
population's living standard and income security, even under the substantially 
more difficult external and domestic conditions, and in accordance with the 
results to be achieved in the economy's development”"--indicate that on the 
whole the basic tasks in the economy are being fulfilled. 


Although the figures for the first half of 1983 are necessarily preliminary 
end incomplete data, it is possible to conclude from them that we have been 
able to maintain, and even to improve in several respects, the attained high 
level of the population's living standard. Aggregate personal income in the 
first half of 1983 was 9 percent higher than the average for 1980. (The sea- 
sonally adjusted trend was used to compare the first half of 1983 with 1980.) 
Even though price adjustments were necessary to balance the structure of per- 
sonal consumption with the possible production stiucture, particularly in the 
cease of meat and of certain other products and services, the level of real 
personal income rose during the 2.5 years. At the same time society's spend- 
ing on free service, such as health care and education, and the state subsidies 
for certain services increased roughly by as much as 14 percent during the 2.5 
years. 


Fulfillment of economic policy's main objective was successful, even amidst 
domestic and external conditions more difficult than what the 7th Five-Year 
Plan anticipeted. The need to solve the tight fuel and power budget in physi- 
cal units, the consequences of lower import volumes of metals and raw msteri- 
als, the dropout in farm prodyction in 1981-1982, and the effects of recession 
in the capitalist countries and of their discriminatory financial, credit and 
economic policies toward the socialist countries were reflected in the slowdown 
of economic growth in 1981 and 1982. 


At the same time, the economy's continuous development was ensured and its do- 
mestic and external equilibrium improved, without «a reduction in nonproductive 
consumption. Conditions were created for restoration of a faster growth rate 
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in 1983. The results in the first half of 1983 show that this approach has 
been s realistic one. The development of production in industry, agriculture, 
construction and the other productive branches indicates that national income 
this year will be higher than in 1980. In comparison with the average for 
1980, during the first half of 1983 the level of industrial production was 
roughly 5.5 percent higher. The level of farm production in 1982 was 1.9 per- 
cent higher than in 1980. Foreign indebtedness to capitalist countries de- 
clined in 1982, and development of the balance of trade this year to date in- 
dicates that this trend in the economy will continue. 


Participation in the socialist international division of labor, with the Sovi- 
et Union in particular, has intensified; the socialist countries’ share of 
the trade turnover has already reached 78 percent during the first half of 
1983. The trends in promoting the intensification of the economy have gradu- 
ally been reinforced. 


The first half of this year and, within it, the month of June have contributed 
favorably to the economy's development. In comparison with the same periods 
of last year, industrial production increased by 2.8 percent in June and by 
3.2 percent during the first half of this year. Just as in the two preceding 
years, we have not always been able to coordinate the structure of industrial 
production with its required use, and many enterprises still have not been 
able to cope with their plans. During the first half of this year, 16.3 per- 
cent of all industrial enterprises did not fulfill their planned production 
volume; 12 percent did not fulfill their deliveries to domestic trade (at 
wholesale prices); 4 percent, their deliveries for export to socialist 
countries; 10 percent, their deliveries for export to nonsocialist countries; 
and 30 percent, their other sales for productive consumption and operations. 
Export to nonsocialist countries remains the most demanding area. While the 
volume of deliveries at wholesale prices increased by 4 percent, the volume at 
f.o.b. prices dropped by 2.6 percent. This is an indication of lower export 
prices, and of a worsening of the structure of export. 


Overall the industrial enterprises exceeded their economic plans in terms of 
deliveries to all destinations, with the exception of the aforementioned deli- 
veries for export at f.o.b. prices. Wider and faster application of the R & D 
program to production remains a constant requirement. The flow of innovations 
has still not become the principal characteristic in all sectors of production. 
Within the total value of the products produced by the industrial sectors, the 
proportion of products of a high technical and economic level has remained be- 
tween 10 and 11 percent already for the third year in succession. 


In the overall structure of the centrally administered economy, pressure for 
the necessary changes is gradually asserting itself. Engineering and the 
sectors that process domestic raw materials are gaining ground within indus- 
trial production,. Output in engimeering during the first half of this year 
was 10 percent higher than on average in 1980, and 4.8 percent higher than 
during the same period of last year. Within this, output in the electrotech- 
nical industry increased by roughly 17 percent during the past 2.5 years, and 
by 7.5 percent ower the first half of last year. 


On the other hand, production that is very energy-intensive, and especially 
import-intensive, is being cut back gradually. Output in metallurgy, the cheam- 
ical industry and the building materials industry was about 1 percent higher 
than the 1980 level. 
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Basic Indicators of National Economy's Development in June 1983. 
Increases Over Comparable 1982 Period (in percent) 


Jar- 
jun +=Jup piso 
Centrally Administered Industries 
deliveries for: 





- investments, at wholesale prices ° 0.5 -4.1 
- domestic trade 

at wholesale prices ° 2.7 0.5 

et retail prices ° 1.6 2.0 
- export to socialist countries 

at wholesale prices ° 4.7 0.3 

at f.o.b. prices ° 7.5 0.7 
- export to nonsocialist countries 

at wholesale prices ° 4.0 -2.0 

at f.o.b. prices - ([-]2.6 0.3 
- other sales for productive consumption 

and operations, at wholesale prices ° 2.4 ° 

volume of industrial production 2.7 3.2 1.5 

average number of employees 0.7 0.8 0.7 

labor productivity based on industrial production 2.0 2.4 1.0 

Construction 

construction work performed with own personnel 2.4 4.0 0.1 

average number of employees 0.0 0.1 0.6 

labor productivity based on construction work 2.4 3.9 0.7 

housing units delivered by contracting enterprises -2.7. -10.3 6.1 

Procurement 

slaughter animals (including poultry) 1.8 0.6 1.3 

mi lk 10.7. 13.2 1.1 

eggs 8.1 7.3 2.2 

Retail Turnover 1 

main trade systems 4.0 2.9 2.2 

Foreign Trade” 

export to socialist countries 10.6 9.6 3.7 

export to nonsocialist countries 0.9 1.3 1.4 

import from socialist countries 2.3 13.5 10.0 

import from nonsocialist countries 6.8 <-7.1 8.6 

Personal Incomes 4.2 3.9 1.5 

of which income from wages 3.9 2.9 1.1 

Actual Cash Expenditures 2.0 3.3 2.4 

Footnotes: 

1. All trade systems. 

2. Data on actual results refer to total transactions. The state plan (in 
distinction from total transactions) does not include unplanned transac- 
tions within the framework of cooperation, unplanned reexport, swaps, 
tie-in sales, etc. 
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To maintain overall economic equilibrium, net capital formation in the nation- 
al economy has been reduced during the first half of the 7th Five-Year Plan. 
This reduction has been directed especially at cancelling plans for investment 
where there already are unused capacities, and at preferring reconstruction 
and modernization to new construction. During the first six months of this 
year, the volume of construction work and deliveries on investment projects 
has been below the 1980 average. In comparison with the first half of 1982, 
the volume was higher by 5.5 percent. In conjunction with the development of 
investments, the volume of construction work also declined. Thanks to the 
mild winter, however, the construction organizations have gained a certain 
lead, and the volume of construction work in place is 4 percent more than 
during the first half of last year. 


In recent years as well as this year, the farms essentially fulfilled satis- 
factorily their tasks in the procurement of crops and livestock products. 
During the first half of 1983 they exceeded their deliveries in the same peri- 
od of last year by 5,000 tons of slaughter animals and poultry, 329 million 
liters of milk, and 99 million eggs. However, the farms were unable to supply 
their entire demand for feed from their own resources, which worsened consider- 
ably the relations between the agriculture and food industry complex on the 
one hand, and foreign trade on the other. 


The enterprises’ economic incentives based on fulfilling the indicator of ad- 
justed value added had a favorable effect on economization. This was reflect- 
ed each year, and also in the first half of this year, in the lower costs of 
value added, especially in the lower costs of materials. However, there still 
are reserves in the utilization of fixed assets and manpower, in their distri- 
bution, and in the practical application of science and technology. 


Close cooperation with the other CEMA countries has helped to overcome a num 
ber of economic difficulties during the first half of the 7th Five-Year Plan. 
The value of export to socialist countries has increased considerably. How- 
ever, production and foreign trade are slow in responding to the recession in 
the capitalist countries, and export to these countries is not expanding as 
planned. 


The population's supply on the domestic market was continuous in recent years 
and in the first half of this year. During the first six months of this year, 
the retail turnover of the main trade systems was 2.9 percent higher than dur- 
ing the same period last year. Personal savings deposits reached 186 billion 
korunas at the end of June 1983, an increase of 13.8 billion over the same 
period last year. The currency in circulation increased by 3.7 billion to a 
totel of 51.7 billion korunas. 
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CZECHOSLOVAKIA 


FUEL, ENERGY SITUATION THROUGH MAY 1983 REVIEWED 
Prague HOSPODARSKE NOVINY in Czech No 27, 8 Jul 83 p 2 
[Commentary by Frantisek Antene, worker of the CPCZ Central Committee] 


[Text] Since the beginning of 1983, the situation in the supply of fuel 
and energy to the national economy and to the populace has been developing 
totally differently from during the same period of past years. The supply 
is steady, and creates the prerequisites for supporting production goals in 
the national economy and for satisfying the needs of the citizenry. Con- 
tributing most of all to this was the careful development and implementa- 
tion of the conclusions of the Presidium of the CPCZ Central Committee for 
the solution of the fuel and energy situation from June and October of last 
year, the realization of a number of technical-organization measures, but 
also basic political measures in the krajs, districts, VHJ [economic pro- 
duction units], enterprises, and plants. The more favorable climatic con- 
ditions and the social check on the saving of heating and engine fuels and 
electric power are having a favorable effect here. A significant reversal 
was achieved in the North Bohemian Lignite Basin, where the goals in the 
coal extraction plan had not been fulfilled for a long time, while cur- 
rently they are being considerably exceeded. 


During the first 5 months of this year, 53,953,000 tons of coal was 
extracted in the coal industry, which represents a state plan fulfillment 
of 101.7 percent. There was a 43.4 percent fulfillment of the annual plan, 
and 2,655,000 tons more coal was extracted, as against the equivalent 
period of last year. The North Bohemian Lignite Basin attained the 

highest overfulfillment, which was 792,000 tons; it extracted 2,346,000 
tons more than during the same period in 1982. Even the goals of over- 
burden stripping are being exceeded. 


Just as in past years, a relatively large portion of the coal (2.1 percent) 
was extracted during overtime hours and nonworking days. The positive 
factor was the overfulfillment of the production of classified coal by 
625,000 tons, which represents a fulfillment of the plan by 107.1 percent. 
Likewise, the production of briquettes was exceeded by 9.8 percent. 


Under the influence of these favorable conditions, the reserves of solid 
fuels in the user ministries increased in such a way that by the end of May, 








there were 2.7 million tons of coal more in the storage facilities, «f 
which 939,000 tons were in the coal yards. Thus, the total stores * ~»al 
against the same period of last year increased by more than one-half, v. 
which, the amount in the coal yards was more than doubled. Thus, a realis- 
tic assumption is being formed that during the remainder of the year, there 
will be no problems in supplying consumers. 


The favorable development can also be noted in electric power and gas 
supply, where the supplying of the economy and the populace is going along 
smoothly, without the declaration of regulation measures. The domestic 
electric power consumption for the 5 months amounted to 33,207 ,000,000 
kWh, which is 100.8 percent of the actual plan, and is 1.8 percent higher 
in comparison with the same period of last year. With respect to indus- 
trial production, the volume of which is attaining a 3.2 percent growth 
(the plan anticipates a 1.7 percent increment), it is obvious that we are 
succeeding in fulfilling the conclusions of the Seventh Session of the CPCZ 
Central Committee, i.e., to provide for the growth rate of development of 
the national economy in 1983 with reduced energy sources. 


The exceeding of the production of electric power in hydroelectric power 
stations of 256 million kWh (i.e., by 113 percent) and in nuclear electric 
power stations by 208 million kWh (i.e., by 107.7 percent) made it possible 
to achieve a lower output in the steam electric power stations from January 
to June, and in this way, to save about 400,000 tons of power-generating 
coal. This made it possible, together with the exceeding of coal extraction 
and the lower consumption of electricity as a result of rationalization 
measures and favorable climate conditions, to have in the power station 

coal yards, by 12 June 1983, 698,000 tons more coal than during the same 
period last year. 


During the discussions on the matter of evaluating the supply of the 
national economy with fuel and energy in the 1982/1983 winter season, and 

on the provision of preparations for winter 1983/1984, it was emphasized in 
the Presidium of the CPCZ Central Committee in May that the results achieved 
must not be overestimated. The total fuel and energy balance is and con- 
tinues to be very much touch and go, especially as a result of the slippage 
in the construction of new units of nuclear electric power stations, and the 
continuing problems and deficiencies in carrying out the extraction of coal. 
A critical situation continues in effect in the North Bohemian Lignite 
Basin, where, from 1978 to the end of May 1983, workable reserves went down 
18.2 percent. It also must not be assumed that the favorable climatic con- 
ditions of last winter for the open cut mining of coal will repeat thenm- 
selves. 


This is why it is necessary to fully realize technical and organizational 
measures and to provide incentives for the appropriate workers to take out 
increased quantities of solid fuels over the annual stockpiles and to 

create the necessary storage capacities needed for this. There is maximum 
need for making use of this year's favorable conditions so that by the end 
of the year, we may attain substantially higher reserve stocks of coal, 

and in this way, we create a reserve for 1984, in which we, thus far, do not 
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have fuel balance coverage for the production of electric power in the 
amount of 820 million kwh. 


The citizenry also ought to take full advantage of this year's favorable 
conditions for stocking up for the winter. Meanwhile, developments to date 
do not indicate this is happening. Although deliveries to the coal yards 
have been exceeded in comparison with last year, the sales of coal are not 
even reaching last year's level. The low number of orders keeps the coal 
yards from accepting above-plan deliveries, with all of the unfavorable 
consequences for next year that result from that. This situation requires 
the taking of extraordinary measures, even by the national committees. 


[t is necessary to keep on devoting full attention to the rationalization 
effort, without which our fuel and power base cannot get by. During the 
past S-year plan, we attained an average annual increase in primary energy 
sources of about 2 million tons of standard fuel. Our possibilities in the 
attainment of fuel and energy sources did not afford us any kind of incre- 
ment this year, and in 1984-1985, its level will be completely dependent on 
how successful we are in putting into operation the new units of the V-2 
nuclear electric power stations in Jaskovske Bohunice and Dukovane. This 
has to be kept in mind, especially by those who participate in the con- 
struction of these electric power stations, and they must give the maximum 
effort toward getting them into operation on schedule or ahead of schedule. 


The Presidium of the CPCZ Central Committee in May 1983 discussed the 
matter of the results of the first stage of the social check of the saving 
of heating and engine fuels and electric power. The savings and the 
increased incentives of our worker and scientific-technical front to handle 
the reduction of fuel and energy consumption proved the correctness and 
goal-orientation of the check made. This must become a system of our work, 
especially during the period of working up the draft economic plan for 1984 
and the Eighth 5-Year Plan. 


It is necessary to continue to inculcate the principles of a social check 
of the saving of fuel and energy and in doing so, to use as a foundation 

the principles contained in the article by Comrade Josef Haman, candidate 
member of the Presidium and secretary of the CPCZ Central Committee, pub- 
lished in RUDE PRAVO on 13 June 1983. 
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CZECHOSLOVAKIA 


REALITY OF PRODUCTIVITY IMPROVEMENTS CONTRARY TO THEORY 
Prague RUDE PRAVO in Czech 7 Jul 83 p 5 


{Article by Eng Jiri Vesely of the General Management of Agrozet, Brno: 
"Good Resolve Is not Enough--Sometimes It Is a Long Way From Intent to 
Realization of New Wage Forms") 


[Text] Anyone who wants to manage and organize 
production well, must know how to make skillful use 
of the resources of economic incentives. For even 
an increase in the economic efficiency of wage 
structures is a component of the Set of Measures. 
Its goal is a more effective expenditure of wage 
funds, giving preferential treatment to those 
workers who do quality work and rewarding higher 
labor productivity. 


In order to realize these intentions, individual ministries, economic 
production units [VHJ], and organizations worked out plans for political- 
organizational provisions, ministerial measures, and general orders and 
orders of enterprise managers. From the standpoint of the management 
sector, it would then seem that everything has been carried out. Never- 
theless, there are still ample deficiencies, which have to be solved if we 
are to progress further in the use of incentives. 


Do the Norms Cost Too Much? 


Right at the beginning of the implementation of the principles of increas- 
ing the economic efficiency of wage structures, it became totally apparent 
that it would be most difficult to master the setting of work norms and 
wage forms. The first stage assumed the putting of the output norms into 
concrete terms in all of the places where they had been set. In auxiliary 
and service productions, there was nothing that could be put into concrete 
terms. 


The method of putting into concrete terms, however, depends closely on the 
management of the reduction of labor input of products. During the course 
of a year, production organizations are prescribed a reduction in labor 
input of their production. If at that time, in the introduction of new 
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production, the enterprise were to lower labor input substantially on a 
one-time basis, which understanda»ly is desirable from the standpoint of 
society, during subsequent years, it would have nothing from which it 

could demonstrate labor input savings. What happens is that there is a 
threat of being criticized by a superior body. However, an enterprise 

that holds on to a certain amount of reserves during the introduction of 
new production has something that it can reduce from every year, is praised, 
and often is even held up as an example for others to follow. The manage- 
ment of the reduction of labor input under such a concept, however, acts 
totally in the opposite direction to the one that our society needs. 


According to the current practice, it is desirable to reduce the norm for 
the expenditure of time according to statewide standards. These are being 
worked up by entire staffs of employees and it is estimated, that the out- 
lays for one norm then reach amounts of Kcs 300,000. Thus, each year we 
are expending millions for norm-setting. It is a question whether the 
returns from their implementation, especially with the use of various 
conversion factors, correspond to the expenditures made. For this amount, 
it would be possible, with substantially lower expenditures, to achieve 
the same or better results through the implementation of rationalization 
measures and new wage forms. However, this is an area where we encounter 
still more difficulties. 


A Strange Disinterest 


According to the evaluations of the results for 1982, which the Federal 
Ministry of Labor and Social Affairs carried out, the share of workers 

wh have been awarded with new more most effective wage forms is about 

l percent. Even though it increased somewhat during the past year, it is 
difficult for us to be able to consider such a result a success. There 

are more reasons why we are unsuccessful in implementing new forms. One 

of the most important is the disinterest of some economic management 
personnel in introducing something new, which would somehow complicate 

the existing system. Therefore, they prefer to prescribe further proposals 
for increasing the amount of workers and wage funds. 


In the meantime, the realization of new wage forms is the responsibility, 
more or less, of individuals who want to prove that this way toward 
increasing labor productivity and quality is correct, and the expenditures 
for effecting it are minimal. There are sufficient good examples of the 
implementation of more effective wage forms, but, it would be necessary 

for the central bodies to give much more aid in getting them to come to 
light. For example, the creation of the appropriate consultation centers 
has always been considered unnecessary, even when many mistakes and errors 
in implementation result simply from lack of familiarity. Then, under- 
standably, the views come about that if there is no success in implementing 
new forms, then let us return to time and task wages. It sufficed in the 
recent past, so it has to continue tc suffice. However, on the other hand, 
it is necessary to realize that the new wage form, above all, has to bring 
in something, and fulfill specific purposes in quality, labor productivity 
and economization. It must not be implanted only because someone ordered 
that the goal be fulfilled, and nothing more. 
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Are We Going To Have Enough Experts? 


In our deliberations over new forms of awards, however, we must not forget 
the fact that the people working in the labor and wages economics ranks 

are getting old. The average age is increasing continuously because no new 
young workers are coming in. Not the least of the reasons is because they 
are simply not prepared for this profession in the schools. This makes one 
wonder, if we apprise ourselves of how sensitive the sector is. Specialized 
study of labor economics simply does not exist, in spite of the fact that 
university students in this field are scant. The Advanced School of 
Economics dissolved this field 15 years ago. Discussions over reestablish- 
ing it are even being held again, however, the Advanced School of Economics 
in Prague states that it does not have available a staff of teaching 
personnel who could lecture in this field. Therefore, the help of the 
Ministry of Labor and Social Affairs is being requested. In the meantime, 
however, they do not have current capacity for such lecture activity. And 
in this way, in the meantime, they hold discussions in vain. 


Before long, we will be evaluating the results of the first stage of 
improving the economic efficiency of wage structures. There is no longer 
too much time for the realization of all the goals. Therefore, it is 
essential to begin to find solutions for all of the stated difficulties 

so that we may be able to create good prerequisites for entry into the next 
S-year plan. 
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CZECHOSLOVAKIA 


CONFLICT BETWEEN CENTRAL PLAN, KHOZRASCHET VIEWED 
Prague HOSPODARSKE NOVINY in Czech No 29, 1983 p 5 


[Article by Jindrich Madry, economist at Center 240, Engineering and Industrial 
Construction, national enterprise, Prague: "Discussion: How to Measure 
Enterprise Merit; Conflicts Between the Plan and Khozraschet"™] 


[Text] Movement away from gross production indicators and an increased 
emphasis on profit enhancement undoubtedly represent a shift to a more rigor- 
ous evaluation of the performance of economic organizations. I agree with 

the formulation of Eng Jaromir Matejka, as expressed in the Discussion section 
of HOSPODARSKE NOVINY in No 16/1983, that profit is the economic category 
representing overall efficiency, assuming, of course that this general 
conclusion is accompanied by the creation of conditions to facilitate this 
function of profits. This is because it is precisely the concrete conditions, 
and especially the quality of planning and price formation, that determine 
the limits of validity of the above generalization. When these limits are 
exceeded what appears to be on the whole sensible may turn out to be just the 
opposite. 


Production Center Profit not a Measure 


Because the fulfillment of profit targets is currently of exceptional 
importance for enterprises, senior managers have decided to allocate the 
planned volume of enterprise profits among individual production centers. 

Doe wfficiently objective information exist, however, for such an allocation? 
Whe.. .nnouncing the principles of an improved management system, it was assumed 
that factory and production center plans would be formulated by calculations 
based on standards. In my experience 1 do not know of a single instance of 
this kind of formulation of an economic plan. An annual production plan for 
the center exists, but this is not a sufficiently concrete base for such a 
calculation and, moreover, the deviations from this production program are so 
extensive that the actual structure of work may not be predicted in this 
environment. 


In our center, aggregate deviations from the production program in 1982 
amounted to 58 percent of the projected volume of work. In addition to the 
well-known fluctuation of profit included in prices, changes in the structure 
of work act so as to cause arbitrary fluctuations in the overall volume of 
realized profit. 
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We conducted an analysis of 68 facilities (gas pipelines and steel pipe 
water pipelines) which were completed over a period of 1 year. On the basis 
of data processed by a calculation center, the following profit levels were 
to be achieved on them while adhering to standards of production consumption 
and planned prices: 


Group of facilities in Number of Croup share Profits as per- 
teras of economic results facilities of total centage of 
receipts (2) receipts-average 


loss 16 26 -6.8 
profitable to 5 percent 11 23 +3.7 
profitable, 5.1-10.0 percent 8 15 +7.1 
profitable, 10.1-20.0 percent 20 26 +13.1 
more than 20 percent profit 13 8 +29.3 
TOTAL 68 100 +5.8 


A similar differentiation of profits was discovered at other production 
centers of the factory. The actual results are further influenced by devia- 
tions from standardized production consumption (the plan, naturally, will not 
take account of this), and especially by conflicts between the planned and 
actual prices of numerous components of production costs. The documented 
volume of profits for a production center over the past 5 years has fluctu- 
ated in a ratio of | to 4. It is clear from all of these facts that the 
volume of profit of a production center and a factory can be planned only on 
the basis of estimates. The same amount of effort by people to manage 
resources is as likely to lead to significantly overfulfilled profit targets 
as to grossly underfulfilled objectives. 


Profit and Economic Incentives 


If at present we do not have sufficiently reliable information to plan the 
annual volume of profits for a production center, then we must for practical 
purposes admit that enhancement of the profits of a production center or a 
factory need not reflect actual developments in efficiency. It is, therefore, 
impossible to use profits to place a monetary value on employee merit. Nor 
ought we submit to the simplified notion that if we tie a critical portion or 
even the entire volume of premiums for technicians and workers to the fulfill- 
ment of planned profit targets we will thereby generate some sort of general, 
purposeful interest by employees in reducing production costs. Because 
incentives in these instances are tied to the performance of an entire work 
collective, most of the individual employees feel that: 


--they influence only a fractional percentage of overall profit; 


-<positive performarce by them in managing resources may be negated easily 
by losses caused by the inattention of other employees; 
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~-they will be compensated the same as other members of coliective whether 
they are responsible for losses or for savings. 


In our first attempt at khozraschet management, we tried tying two-thirds of 
premiums to the perforamnce of individual teams and one-third to the overall 
performance of the production center. The intensity of interest of most of 
the employees in profits of the center did not differ substantially from 
their interest in the development of national income: they knew that it has 
a certain importance for them, but did not display sufficient personal 
interest in the fulfillaent of this general indicator. 


Focusing on the profits of an entire work collective has a direct influence 
om the activities of a limited circle of managerial employees and the most 
mature workers, but most of the employees do not react directly to profit 
enhancement. We should adopt the approach suggested by Lenin in his book 
“The Children’s Disease of Leftist Inclinations,” where he emgphasized the 
necessity, when solving public problems, of finding the most effective way 
of approaching the gasses on the basis of their own experiences. One such 
form, which has been convincingly tested in practice, is khozraschet. 


In a government declaration from the current year, in an article by the CSSR 
Finance Minister L. Ler published in HOSPODARSKE NOVINY No 47/1982, and in 
other evaluations it has been stated that internal enterprise khozraschet 
has been developing slowly and unevenly. One of the main reasons for this 
situation is a conflict between the plan and khozraschet, and the totally 
one-sided linking of premiums and bonuses to the fulfillment of plan indica- 
tors. The creation of a system of standards for production costs, which we 
need in order to develop khozraschet management, is not being appropriately 
carried out. These activities are almost exclusively occupying the time of 
only a emall circle of specialized employees. Premiums and bonuses for other 
technical-managerial employees who could implement the shift to an evaluation 
of achieved results in terms of standards are not tied to the fulfillment of 
these objectives. 


Standard Based Evaluation Is More Objective 


In places where standards are already inuse, as a rule the determination of 
premiums and bonuses has not taken place by comparing actual production costs 
with the standards. Khozraschet has not become an organic component of 
production management at most enterprises, and has in many instances remained 
only a voluntary activity for a limited number of enthusiasts. This approach 
to khozraschet, even though we are more and more frequently speaking about 
the significance of profit, does not allow the formation of sufficiently 
rigorous criteria for maximal profit formation in accordance with the 
requirements of our society. 


This one-sided orientation to planned profits determined by guesswork forces 
employees of production centers to attempt, when breaking down the plan, to 
obtain the lowest possible profit targets for their sector. Because realized 
profit volume fluctuates greatly, they have no other choice but to attempt to 
maintain certain reserves. in contrast to this, when evaluating the merit 
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of employees of a production center which attempts to generate standardized 
outputs and adhere to standardized production costs, such an attitude is 
inefficient and practically impossible. For instance, our standard allows 
for losses and cuttings of steel pipe of only 2 percent. Assuming the 
reliable functioning of documentation and inspection of actual production 
consumption, it is clear that the opportunity cannot arise here for the 
formation of reserves. Moreover, this would be in conflict with the interest 
of a team managed according to khozraschet principles. 


The current practice of estimating certain plan indicators cannot get by 
without an adjustment of the annual plan at the end of the third quarter, 
because only in this way is it possible to avoid clear injustices in the 
compensation of individuals as a result of the nonobjective establishment of 
the plan. Even so, the level of premiums is not determined according to a 
reliable measure of merit, with the possible exception of some material tasks. 
These shortcomings may not be eliminated in any other way than by the wider 
utilization of standards. Various objections, however, are often expressed 
to this, for instance that the standards themselves are not precise enough, 
and that there would be so many of them that their formation and adjustment 
for greater precision would be long-range projects, while the work perform- 
ance of individuals gust be evaluated immediately, without delay, and that 

no one vill back off from established enterprise profit targets and volume. 
Imprecision in the standards, however, is suvstantially less than impre- 
cision in the estimation of potential profits. Even given certain 
imprecisions, the standards make it possible to determine whether work output 
and managerial competence are growing or not, which cannot be said with 
certainty of indicators such as basic value and profit at the level of 
production centers and factories. 


The process of making standards more precise could probably be speeded up 

the most by comparing existing ones among factories and enterprises which 
aanufacture the same or similar products. This exchange of experiences 
should include, of course, experiences in practical implementation of these 
standards. In order to make timely interventions into the production process 
to increase its efficiency, we need not have at our immediate disposal an 
entire complex of standards. The implementation of standards for the criti- 
cal components of production costs would be sufficient to yield substantial 
improvements. 


The forsulation of new standards and the initial phase of their implementa- 
tion will increase the volume of work for technical-managerial employees. 
However, their further utilization would not increase the labor intensiveness 
of the management process. In our enterprise, provision has been made for 
the machine processing of production invoices (comparison of the standardized 
and actual production costs for invoiced work), meaning that the evaluation 
of the performance of the center in terms of production invoices will not 
require an increase in administrative work, but only the practical utiliza- 
tion of existing information. Since the beginning of the year, we have also 
been utilizing the production invoice as the basis for calculating payments 

of contract and piecework wages, which appeared to be a simpler and wore 

precise solution. 
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Adopt Measures Derived from Practice 


Conflicts within the economy are easier to identify than to overcome. The 
preceeding exjosition suggests a few possible practical recommendations, 
however: a) under current conditions, emphasis on the fulfillment of planned 
profit targets should not be exaggerated; b) greater attention should be paid 
to standards when evaluating performance; c) economic incentives for technical- 
managerial employees should be tied more directly to a more efficient 
application of standards, etc. 


My criticism of the allocation of planned profit targets under the conditions 
I described for our center does not rule out the possibility that for other 
production centers the profit indicator may be the most appropriate indicator 
of the development of efficiency. It is a matter, indeed, of not relying on 
universal solutions to problems, but to make it a rule to conduct concrete 
analyses of concrete situations so that it will be possible to choose measures 


corresponding to the actual conditions under which individual production 
centers operate. 


We have confirmed through practical experimentation that enterprises are 
willing to exchange more or less only selected experiences among themselves. 
Therefore the study of these experiences from the ground up can have only 
limited significance. This makes it the more pressing that supervisory 
organs make the dissemination of findings concerning both positive and 
negative experiences a basic part of their administrative activities. This 
cannot be realized by convening a conference at the requisite level and 
inviting its participants to engage in a discussion on the chance that they 
will accidentally make something public. 


I think that if we were to formulate certain guidelines and directives more 
concisely, and supplement them with information concerning which work 
approaches have proven valuable in the fulfillment of a given objective as 
well as those which have not worked, and provide the appropriate managers 
with the authority to choose the most effective measures while making them 
accountable for the results, that we would make an important step forward 

in the style og work. Developing the capabilities of technical-managerial 
employees and creatively implementing general goals and objectives in the 
management of production are the more urgent because true success is not the 
mere fulfillment of the plan but an optimally functioning organization capable 
to a maximum degree of participating not only in the satisfaction of its own, 
but primarily of public requirements. 
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ECONOMIC ADVISORY COUNCIL REPORT PROPOSES CHANGES IN REFORM 


Summary of Report Proposed 
Warsaw TRYBUNA LUDU in Polish 12 Jul 83 pp 1,2 
[Article by (wodz); material enclosed in slantlines printed in boldface] 


[Text] (Qwn Information) / on Monday, 11 July, a meeting 
of the Economic Advisory Council [KRG] was held. The pur- 
pose of the deliberations between scholars and practicians, 
chaired by Professor Czeslaw Bobrowski, was to prepare a 
KRG opinion paper on the subject of directions to be taken 
toward streamlining and strengthening economic reform 
mechanisms beginning in 1984, as outlined by the govern- 
ment plenipotentiary for economic reform affairs. / 


According to Prof /Czeslaw Bobrowski, the council prepared a single draft of 
an opinion paper, concentrating in particular on those fields that require an 
iamediate change in regulations. However, an opinion paper on the subject of 
the ultimate shape of the reform after 1985 will be published in Octwber. This 
will be based on a simulation analysis that will attempt to anticipate the 
various variants of the shape that economic processes will take under the 
impact of reform mechanisms ./ 


/The selection of a single variant system for modifying the reform (as dis- 
tinguished from the multivariant proposals suggested by Minister W1[adyslaw] 
Baka) is no accident./ As indicated during the discussion, the council will 
attempt to present a system that is internally cohesive. 


These are the council's most important proposals: 


--The Baka proposals revert to the so-called cost formula in price-setting. 

The category of justifying costs borne by enterprises is introduced. On the 
other hand, the KRG proposes that the pricing system be based on constant 
parameters. This will prevent discretionary price-setting and excessive price 
increases. The impact of these parameters, emanating from economic indicators, 
should lead enterprises to seek ways of reducing production prices and costs. 
The central authorities should not interfere in these matters by offering 
emergency decisions. 





--The council likewise proposes that the progressive turnover tax be replaced 
by a linear tax. It is proposed that a tax in a given amount be used during 
the transitional period (1984-1985). Minister Baka's proposals used the 
amount of tax paid by enterprises in 1982 as a basis for the tax. The KRG, 
however, proposed that an equal start be given for the many enterprises that 
found themselves in a worse situation through no fault of their own, and that 
their production increase be compsenated through the levying of a linear tax. 


--The KRG likewise holds a different position on the question of the status 

of systems-type solutions and levers impacting on enterprises. It is maintained 
that they cannot aspire to resolve all economic problems, for it is impossible 
to find comprehensive solutions, but only partial ones. These solutions, 


however, then should be supplemented by others that are included, for example, 
in yearly plans. 


--In place of the present discretionary system in foreign trade (retaining 
subsidies and foreign-exchange allowances), the KRG proposes that a legible 
system of parameters be introduced, on whose basis the economic results of 
producers and exporters will be calculated. 


--It is proposed likewise that the incentives system be linked more closely 
to the production increase of the enterprise. 


--In the area of materials management, the KRG proposes that central dis- 
tribution be controlled by price levers and that this economic sphere be 
regulated by the same levers. 


/The council likewise prepared another precautionary forecast with regard to 
— * needs and devoted to the economic situation during the second half 
of 1983. 


Premises, Thrust of Report 


Warsaw ZYCIE GOSPODARCZE in Polish No 29, 17 Jul 83 PP 1, 10-11 


(Excerpts] The KRG frequently has expressed its opinion on the subject of the 
operation of the economic reform mechanism. Recently, we allotted much space 
to this issue in the report "An Assessment of the Development of the National 
Economic Situation in 1982" and in the May 1983 public opinion poll (ZYCIE 
GOSPODARCZE Nos 21 and 22). Earlier, in March 1983, we treated the issue of 
the operation of the reform mechanism in a special report entitled "The 
Operation of the Economy at the Current Stage" (ZYCIE GOSPODARCZE No 14). 


The opinion expressed in the following article is an elaboration of the pro- 
posals contained in the two reports noted previously and in earlier KRG reports 
aimed at strengthening the impact of the economic reform mechanism on the 
improvement of economic results and on the restoration of internal and external 
stability, and consequently on our speedy emergence from the current economic 
crisis. This opinion paper arose in conjunction with the report of the 
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_ government plenipotentiary for economic reform affairs entitled "Directions 


for Streamlining and Strengthening Reform Mechanisms Beginning in 1984." This 
is neither a commentary on nor a polemic with this report, but a consideration 
of the need to modify the reform mechanism and the direction this should take, 
from a somewhat different point of view. 


I. Preliminary Remarks 


The changes recommended at this time will be the second modification of the 
reform mechanism (disregarding sector decisions) during the 18 months that have 
passed since it was put into economic practice. These changes, however, differ 
from even the packet of modifications put into practice in 1983. The latter 
was a reaction against certain important shortcomings (of a sector nature) of 
the rules of the game that were implemented, that were usually valid reactions, 
but sometimes were engendered out of impatience in awaiting the results of the 
reform. This time something else is involved: in accordance with a government 
decision, a full review of the operative system is to be made for the purpose 
of introducing a cohesive, well considered set of changes, beginning next year. 


The need for such a review is indisputable. The economic reform, that was 
otherwise well aimed, was put into practice faster than was expected initially. 
Moreover, it took effect under conditions that objectively were immeasurably 
worse than was projected before the work on the reform was begun and were even 
worse than assessed at the time that the provisional regulations were prepared 
in the fall of 1981. At present it is clear that the tension in the balance 
of payments is a factor that will weigh on the course of economic development 
and the effectiveness of the reform for many years to come. This means that 
we should expect that the state control of foreign exchange will continue for 
some time to a greater or lesser extent; by the same token, it does not permit 
us to count on the possibility of making more extensive use of competition in 
import as an incentive toward reducing the costs of domestic producers, not 

to mention inevitable export preferences. At the same time, now that 1982 

has passed, it is wi fortunate that we must assert that the inflationary curve, 
or rather ite relation to the discretionary fund of the population has not 
changed and that it seems doubtful that the current year will show a positive 
improvement in this field, These two factors cause the greatest disruption 

in the operation of the reform and must be considered extensively as we look 
at the issue of improving the rules of the game. In addition, we must also 
consider what should be done with those levers that clearly did not pass the 
test in 1982. Was this because they were unsound theoretically or because 
they became distorted in practice? (The former refers, e.g., to the progressive 
income tax based on processing costs, while the second refers, e.g., to 
production-task programs applied in overly large numbers and volumes). Finally, 
during the past few months phenomena and reactions have arisen that prevent 
the following of the normal agenda, if one is to be realistic. While we do 
not offer an oversimplified (and invalid) opinion on the major causes of 
inflation, by suggesting that it is due either to the pirating of prices in 
the area of contract prices or to the wage increase that took effect in 
December 1982, the price "allergy" restricting the freedom of operation of the 
authorities in the area of restoring market stability makes it impossible to 
move forward with the regular agenda. Unfortunately, we likewise must 
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take into account that the anti-inflationary program that stressed correctly 
that over the long term, an increase in production is the most important 

means of resotring stability, is read by the majority as an opportunity to 
abandon other methods. Meanwhile, in some adminsitrative circles it fosters 
the spread of the illusion that it will be possible to control inflation merely 
by the so-called shutting off of the faucets, i.e., halting wage increases. 


The circumstances preclude the possibility that a situation will be created 
automatically that will step up repidly the effectiveness of the reform's 
impact. On the contrary, it is greatly feared that (as one economist put it 
succinctly) the mechanism of the economy's operation will continue to be a 
“nonsystem,” full of contradictions, that will be unable under the unfavorable 
objective circumstances described previously to reach the full implementation 
of reform assumptions rapidly and automatically, even if such levers as 
bankruptcy and more rigorous financing by banks are introduced. 


II. The Scope and Rate of Modifications and Their Directions 


It is fortunate that the issue of modifying the system was broached by the 
government before the first quarter elapsed and not during the fourth quarter. 
This enables a more comprehensive and less pressured approach to this matter. 
The pressure was put on last year and there is no indication that the trend 
toward "quick fixes" has subsided. Obviously, this trend must be counteracted. 
What's more, this can be done. It can be done because updated assessments of 
the effect of the reform on enterprise management show healthy progress and 
quite rapid changes being made in enterprises (considering the objective 
difficulties). The results of the third KRG poll confirm these assessments, as 
does the preliminary report of the government plenipotentiary for reform 
affairs in a broader survey conducted at his recommendation. We are including 
a summary of the third KRC poll as an addendum to this report, limiting our- 
selves to an illustration of only one issue, i.e., production forecasts and 
growth rate in 1983. 


The answers given to a similar question asked in the second poll indicated 
that the forecasted growth indicators averaged higher than in the CPR [Central 
Yearly Plan]. The most recent KRG poll asked whether the assessments made 
from the second poll have been confirmed. This. survey showed that 75 percent 
of those queried uphold their assessments in light of the experience of the 
past months, and that of the other 25 percent of those queried, two-thirds 
said that current assessments are higher and only one-third said that they 

are lower. Moreover, if we look at other answers, we discover first that the 
forecasts were accurate and second that they were cautious. These are 
immeasurably valuable manifestations of the maturity of enterprise directors. 
In conjunction with this, it seems apt to call upon the old physicians’ maxim: 
not to do harm above all (primum non nocere), i.e., to refrain from hasty 
decision-making, markedly shifting the burden instead over to the second phase 
of work, i.e., to the final months of 1983. Moreover, there is no question 
but what the ultimate decisions ought to be based in this case on extensive 
simulation studies. This provision was not fulfilled either in 1981 or in 
1982 (the simulation studies done here and there were neither cohesive nor 
in-depth). We must derive a practical conclusion from the fact that prognoses 
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of fundamental importance (the total volume of price increases, budgetary 
income) were erroneous. At the same time, despite the fact that we are not 
plagued with the kind of dangers and uncertainty that occurred at the threshold 
of 1982, or even 1983, they have not disappeared entirely, and during the next 
6 months we may expect that a series of decisions will be passed that can 

have vital consequences for the forecasts. The fulfillment of this technical 
condition will allow us to adopt the assumption that systems-type improvements 
put into effect beginning 1 January 1984 will be binding during the following 
year as well and that this will guarantee enterprises the stability they so 
desire in operating conditions. 


Currently a very broad gamut of proposed changes in regulations is being 
suggested with regard to the rules of the game and with regard to the addition 
of new rules. An excellent example of this is the report of the government 
plenipotentiary for reform affairs, that presents several variants for resolving 
a number of problems, even after several extreme proposals have been rejected. 
The wealth of proposals results in part from the experiénce that already has 
been gained and in part from impatience in awaiting the results of the reform. 
However, sometimes one notes in the report a sense of doubt with regard to 

the effectiveness of basic reform elements. On the other hand, this phenomenon 
is to be expected: during the confirmation phase of reform directions, 
formally speaking there was a tremendously broad consensus. However, it was 

to be expected that with the failure to attain the full effects of the reform, 
a longing for administrative methods would be reawakened. 


Although it is somewhat simplistic, we may divide the proposals that have been 
suggested into three types, that we shall describe further on in this article. 
One of the elements in which the proposals differ lies in the way they view 
the autonomy and slef-government of enterprises, on the one hand, and the 
hierarchy of administrative institutions and detailed external control on the 
other. Skepticism regarding the effectiveness of administrative control 
measures based on bitter experience over the course of years has led to the 
first type of proposal and, to some extent, to the second type as well. 
Conversely, lack of trust in the self-government and even in the management 
cadre of enterprises is, at least sometimes, the basis for the third type of 
proposal, 


/The first type includes all those proposals that adopt as the basis for their 
line of reasoning the trend toward increasing management efficiency in 
enterprises./ [in boldface] Proposals of this type assume the existence of an 
economic incentive, but do not exclude a limine regulations controlling 
enterprise choices. However, they assume that these regulations should be 
restricted to only a few special problems, so that the enterprise could make 
decisions regarding efficiency that would be most appropriate given the 
particular economic, technological and sociological structure of the enterprise. 
This does not exclude the economic incentive stimulating an enterprise to take 
action to increase effectiveness; however, the levers used should be based 
above all upon objective parameters in cases where the market, competition and 
the like do not create this incentive in and of themselves. Moreover, with 
regard to all indispensable regulations, the extent to which they foster or 
hamper the approach to the ultimate system must be taken into account. Finally, 
even with regard to such indispensable levers as pro-export incentives, giving 
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preference to designating a part of profits for the development fund and 
credits aimed at so-called hard financing, given the current situation, we 

must abide by principles ensuring that the given credits, in theory and 
especially in practice, do not lead to individualized fragmentary decisions 
based on competitive bargaining. To recapitulate, the basis for proposals of 
the first type is to recognize the increased adaptive capability of enterprises 
as a fundamental element of economic progress over the long tern. 


/The second type of proposal is born out of concern over whether a certain 
selected constant shapes up in a satisfactory manner, given the current rules 
of the game./ [in-boldface] This type of approach is expressed through the 
increase in tax reduction, reduced interest and other priorities in financing, 
instead of aiming to steer enterprise activity through the use of objective 
parameters. Even if the particular proposals are considered to be sound, 

this does not eliminate the fear that as a whole they can and must lead to the 
“re-regulation” of the system, i.e., to priorities that in toto exceed the 
volume of the available means of production, as was the case regarding pro- 
duction-task programs. Moreover, giving preferential treatment to a certain 
variable, and thereby making it possible for enterprises to gain privileges 
related to its positive development may threaten to divert attention from 
other variables and may lead enterprises in the direction of competitive 
bargaining. Finally, in some cases, it is impossible to find the proper path 
for transferring otherwise valid preferences of the Central Economic Plan to 
the enterprise level. Recent experiences provide us with two examples of 
faulty solutions developed to give preference to a certain variable. Author- 
izing the chairman of the Planning Commission to use higher ceilings free 
from payments into the FAZ [Vocational Activization Fund] threatened a flood 
of enterprise recommendations. As a result, a mre than questionable method 
was used in granting the relevant reductions (a smaller reduction was granted 
to two-thirds of the enterprises of selected subsectors and a specific part 
of enterprises was chosen to be awarded a higher reduction). The NBP 

[Polish National Bank] president's guidelines adopt the principle of priority 
treatment in credit acquisition granted to enterprises recognized as priority 
units in the plan. Thus, in the assumptions a conflict already arises between 
this idea and the correct idea of assessing credit worthiness—are priority 
enterprises to be granted credit regardless of their credit worthiness? What's 
more, in practice the banking apparatus is not able to interpret, or rather 
to guess at priorities. Without excluding a limine the use of collective 
solutions that prefer a certain variable, we must recognize this method as 
dangerous and threatening not only the re-regulation of the system but also 
the introduction into it of casual executory level decisions. 


The third type of proposal is based upon an open, overt resorting to 
administrative methods. An example of this is the proposal to introduce a 
binding standard for distributing profit rather than impacting upon its 
distribution by economic means. Likewise the proposal for a long-term price 
freeze was advanced; this would be an entirely different thing than a short- 
term, }-month freeze stipulated by law and could not but result in the 
weakening of adaptive processes and in the creation of massive deficits for 
industrial enterprises. Another proposal in the same style as the proposal 
to lift entirely the category of contract prices, announced, paradoxically, 
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under conditions of the expansion of relatively stable sectors, is the 
appearance of a few cases of price reduction in characteristic areas when the 
demand barrier is encountered. 


The KRC presidium and other KRG members taking part in the meeting of the 
Commission for Economic Reform Affairs became acquainted recently with a 
series of proposals emanating from the NOT [Chief Technical Organization] 
community, which is aimed [as published] at limiting the rights of the self- 
government, at reducing the autonomy of the enterprise and at expanding the 
administrative system. We shall not polemicize with this draft, on which we 
expressed our opinion at the meeting noted previously. We shall merely state 
that in the KRC assessment, this draft is totally at odds with the direction 
of the reforna. 


IV. Concluding Remarks 
A. Scope of Addenda 


According to the guidelines letter, the KRG plans to continue work of systems- 
type changes fror 1 January 1983, in order to submit a new, more complete text 
of our proposals during the phase of final governmental decision-making. In 
the current version, we have focused on two groups of questions, namely: 

--the general approach to systems-type changes that was described in section 

II (The Scope and Rate of Modifications and Their Directions). This issue 
seemed especially important to us, since the particular drafts of changes 
should be considered through a uniform "style" of approach to changes. This 

is the only way that we will achieve comprehensive, cohesive systems-type 
changes. 

——price-financial regulations that are of special importance in every case, and 
were particularly important when the basic task became working in the direction 
of so-called “hard” financing. We did not use this term in the text of this 
article in connection with the false interpretation it has been given either 

to mean the rigorous deprivation of enterprises of the maximum amount of 
profits earned or the subordination of financial levers to direct orders. By 
hard financing we understand consistent economic pressure aimed at improving 
economic results in enterprises, rightly viewed as an essential need of the 
moment. 


The way that this preliminary report is structured prevents us from taking a 
stand on such issues as credit and budgetary subsidies, problems of production 
quality, issues of technological progress, how amortization is to be distribu- 
ted, the problem of depreciation, central investments and particularly 
investments aimed at changes in the production structure, temporary solutions 
in the area of producer goods management and certain problems related to 
foreign trade (the financial system of foreign trade enterprises and production 
ties with foreign trade). At present it is difficult to forecast which of 
these issues we will manage to work on in depth by September 1983. However, 
we would like to supplement the initial version with more extensive considera- 
tions on developmental subjects, since we believe that economic progress on 
the one hand and the threatened increase in the technological gap and the 
phenomenon of the progressive depreciation in some sectors on the other force 


30 





us to go beyond the prevailing considerations in our report and others to the 
subject of increasing current efficiency. 


We likewise plan to utilize the period through September to make more thorough 
and updated assessments of the present economic situation and its prospects 
for the near future. For it a more or less optimistic assessment of prospects 
cna fail to have an impact on the nature of the many systems-type solutions 
that have been adopted, such assessments, on the other hand, can and should 
define the scope of application of some regulations that, while they will not 
disappear any time soon, may be used more broadly in the event that the 
economic situation takes a favorable turn. This concerns, e.g., expanding 
foreign-exchange auctioning, restricting state-controlled trade, freeing 
specific goods from the use of price-increase ceilings due to the possibility 
of attaining stable prices whether by increasing production or by a corres- 
ponding increase in the turnover tax. We hope that during the period up to 
September, plans in the area of wage policy and the budget outline for next 
year will become clearer. 


Finally, we consider our basic task during the next 3 months to be to give 
more extensive consideration to the issue of planning methods under economic 
reform conditions. Despite the fact that 18 months already have passed since 
the reform was put into practice, and despite the fact that the reform guidelines 
outline clearly the basic role of planning, an in-depth discussion has not 
ensued on the subject of planning methods. While some remarks on this issue 
were made when the NPSG [National Socioeconomic Plan] was prepared (the KRC 
likewise made its observations), in essence, very fundamental problems were 
resolved by ad hoc decisions and we are still lacking a more precise view of 
a planning method and of its specific role within the framework of general 
reform assumptions. 


Here the following problems suggest themselves: 


—the mutual relationship of the plan and systems-type solutions, 

--the issue of the methods for preparing plans and particularly for eliminating 
the imbalance between materials-type and financial planning (i.e., the dominance 
of the former) as well as the scope and methods of using the balance method, 
—the clearer definition of the role of the central plan and its tasks in the 
area of structural changes and the widening of so-called bottlenecks, 

--a clearer definition of the boundary of decision-making and forecasting 
elements, 

— the question of perfecting the methods of social consultation, 

— the issue of so-called early warning signals, and short-term forecasts in the 
course of implementation of the yearly plan (precautionary forecasts), 

—the issue of the broader utilization and systematization of all types of 
surveys. 


At this time we do not plan to develop these points, especially since the last 
two are more or less in the advanced stages of work and it will be up to us 
only to verify their results. And so, for the sake of illustration, we shall 
add several comments on the preceding list of questions. One encounters the 
simplistic view that systemse-type changes should be subordinated to the goals 





and tasks of a specific plan. We believe this to be an oversimplification 
since we have here a bi-directional interdependency. Planners should keep in 
mind the existing equipment of the system and, in the name of the principle of 
stabilizing the system, they should try to fit into its setup, with the 
qualification that in important instances, they should be explicit about 
recommending proposals for indispensable additions or changes. The Sejm 
discussion stressed that the anti-inflationary and costcutting programs are 
not equipped with the tools to implement them. Thus, it is unclear whether 
they are forecasts or decisions; this has emanated from the certainly unconscious 
adoption of the principle of the dominance of the plan over systems-type 
solutions. 


While plans are primarily of a materiale-type character, every group of 
materials-type decisions has financial implications that are very different 

in particular sectors and with regard to the various financial categories. If 
this is not taken into consideration, as long years of experience show, the 
divergence between the total financial estimates and the real course of 
financial processes in enterprises and particular subsectors is inevitable. 

In order to avoid this, financial analysis should not be done in aggregate, 

as much as this is possible. The basic role of the central plan in the process 
of structural changes is clear; however, the particular decisions are inci- 
dental, and do not form a cohesive program, made up in part of final decisions, 
however delayed, regarding continuing investments. 


In the area of changes in organizational structures, the KRC is not conducting 
its own studies. Thus, our opinion on this issue is derived from study of 

the work that is being done in this area. On the other hand, we believe that 
it would be useful to expand the system of competition for specific management 
positions in the central administration, and we have made a relevant suggestion 
to the government plenipotentiary for economic reform affairs. Eventually ve 
plan to return to this issue. 


B. The Classification of Proposals 


Of our proposals, only two require implementation in the near future: the use 
of the turnover tax to strengthen sector stability (particularly with regard 
to fixed assets) and to resolve the situation that will arise after the period 
of the 3-month producer price freeze over the course of the last 4 months of 
1983, in whose connection the introduction of the system of price increase 
ceilings will require the creation of a legal basis and the preparation of 
subsector ceilings, which will probably take until 1 January 1984. 


A few of our proposals may be defined as new proposals with reference to the 
system in effect today, while others are modifications of existing regulations. 
The first category includes: 

—subsector price ceilings, 

—profit macgins in trade in amounts, 

--separating the financial results in export, 

--the eventual taxation of fixed assets (to be considered). 
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With the exception of taxing the producer goods price increase fo) lowing the 
freeze period, all of our proposals are of a permanent nature in the sense that, 
barring unforeseen circumstances, they basically should remain in effect for 

2 years. The shift to a linear tax should last regardless of the use of « 
value-added tax. It seems indispensable for us to continue the tax in a 
specific amount during the coming years as well. The role and function of 

the turnover tax should grow. It is impossible to anticipate how broadly we 
will have to have subsector price increase ceilings beginning in 1986; mean- 
while, freeing particular items or subsectors from ceilings before that time 
can take place only en a small scale. Rate-of-exchange subsidies in export 
certainly will be necessary for 2 years or even longer; dispensing with them 
earlier would become possible only if the issue of rates of exchange were 
strictly set in order. It is also wnlikely that it will be possible to dispense 
with foreign-exchange allowances, even after 2 years’ time. The transfer of 
transaction prices to producers and the trend toward reaching stable ceilings 
for articles that meet long-raage needs, capital goods and means of production 
for agriculture have the character of permanent trends implemented gradually. 


Im light of the preceding considerations, we believe that it is possible to 
characterize our proposals as aiming to stabilize the conditions of the 
operation of the economy for at least 2 years. 


Warsaw, June 1983 


8536 
cso: 2600/1139 
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LACK OF PUBLIC SUPPORT, OVERSIGHT TERMED FACTORS IN FLOUNDERING ECONOMIC REFORM 
Warsaw PRZEGLAD TECHNICZNY in Polish No 28, 10 Jul 83 pp 14, 15 
/Article by Andrzej Walawski/ 


/Text/ There is a gut feeling going around--maybe not yet universally shared, 
but sufficiently widespread--that the economic reform is on the skids. This 
general perception is supported by opinions which are being voiced to the effect 
that we need to restore order in the economy, and here order obviously implies 
centralized, command-directive-style controls. 


Those who are disillusioned with the reform are people who viewed it as some 
kind of instant cure-all for the crisis, people who imagined the reform as a 
cornucopia pouring forth consumer goods in great abundance. But these are 
inherently naive people, people who often wind up being disappointed. Worse, 
amcng those who are discouraged over the economic reform there are also people 
who looked upon it as a chance for restructuring the Polish economy, for building 
a uniquely Polish model of a socialist economy. Is there any rational basis 

for their pessimism? And if so, why is it that the reform has run out of steam? 


So as not to be accused of carping or looking at everything in a gloomy light 
let me point out at the outset that the economic reform has indeed injected 
many new features into the economic life of our country. This is unquestionably 
the most farreaching economic reform we have ever embarked upon since the days 
of industrial rationalization. A lot has changed at the enterprise level. 

The Law on Enterprises and, even more so, the principle of self-financing have 
totally changed the way in which management thinks and, hence, behaves. This 

is a major achievement on the plus side. However, es time went by it really 
did seem as though the reform had lost its momentum. It is worth going back 

to where it all started in 1981, that is, to the start of the drive for economic 
reform. This is not a ritual or demagogic ploy on my part, since the “Policy 
Guidelines for Economic Reform” which came into being at that time continued 

to be regarded by the government as the cornerstone for all efforts geared 
toward restructuring the economy. A deliberate choice was made at that time 

to repudiate not only the discredited command-directive system, but also the 
technocrat ic-managerial system, even though the latter was a proven feature of 
western economies. Preferenc eas given instead to the self-management option. 


Professor Mujzel once said that, “getting the public involved in the management 
of economic affairs is the express mandate of the economic reform.” All of the 


3a 








hopes and aspirations of the authors of the reform are contained in this one 
statement. They correctly predicted the resistance to the implementation of 
the reform that would be put up by administrators at various levels. Broad 
public support was supposed to be the prime mover, the driving force leading 
toward changes in the way the economy is run. And this public support in fact 
started to make itself felt in 1981. 


it is sufficient to recall the joint Sejm committees which were busy throughout 
the summer crafting laws on self-management and state enterprises. De facto, 
this amounted to a series of negotiations between the government and the social 
organizations, negotiations which were subject to ultimate arbitration by the 
Sejm. It would be a gross oversimplication to say that this was a shoving match 
between Solidarity and the government, although it is true that most of the 
controversy was along this axis. Nevertheless, this was a great debate in which 
major social organizations, such as NOT /Chief Technical Organization/ and PTE 
/Polish Economics Society/, not to mention others, took part. 


This mode of operation was supposed to be open-ended for the express and sole 
purpose of fashioning a new economic model for Poland, but it also came into 
play in laying the foundations for routine economic activities such as planning. 
This was to apply both to the national plan, bargaining over the drafting of 
macroeconomic philosophies, and also planning at the enterprise level. 


Efforts are now being made to rebuild institutions which will enjoy public 
respect and approval. Progress being made in this direction is not as fast as 
it should be considering the needs of the economic reform program. The reform 
needs to receive a simultaneous series of boosts from many different quarters 
and on many different planes. The organizations which are slowly being rebuilt 
either feel too weak or are unable to gain acceptance for their ideas. Anyway, 
this ts a product of the practical deficiencies of their support establishments. 


So, how do things stand now? As a part of the process of putting its principles 
into practice the still timely document titled "Policy Guidelines for Economic 
Reform,” which is imbued with the spirit inherent in the principles of public 
participation, public oversight, and public debate, has suffered froma lack of 
institutions capable of articulating public opinion. This is a serious charge, 
so T will try to cite evidence to support it. 


in 1982, before the economic plan for that year was ratified, the government 
submitted alternative versions of this plan for a general nationwide debate. 

The plan was debated in party organizations, in factories, in the press, and 
within OKON. I would assume that so much paper was used up in the course of 
recording the ensuing flood of recommendations and ideas on these plan options 
that there would otherwise have been enough left over to publish a mass edition 
of one of the classics. Most of this paper sank into oblivion in various govern- 
ment and party offices at the voivodship level. There were no institutions or 
organizations around which choices in favor of any of the respective alternatives 
could polarize, even though there were choices to be made. Those organizations 
which did manage to crystallize a coherent position on thin tasue were In turn 
not able to win acceptance for their views at higher levels. The case of the 
Chief Technical Organization might serve as an example of how this worked. 
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Namely, NOT put out two pamphlets in which it criticized these planning options 
and submitted its own version of the plan instead. To this day it is still 
suffering from the hangover it got from all this. Absolutely no one bothered 
to engage representatives of NOT in a debate on this subject, nor was any 
feature of NOT's ideas on this matter reflected in the finalized version of the 
plan. And yet one could not go so far as to say that the professional compunity 
of engineers and technicians is a marginal one that does not count for much in 
the social scheme of things. 


A situation in which there are no instrumentalities for exercising control over 
economic processes cannot be allowed to exist. If society does mot have the 
wherewithal or is unable to set up these kinds of autonomous institutions, then 
the state must step in to fill the gap. Let me make this perfectly clear. I 

am not talking solely about monitoring the degree to which economic activities 
are in compliance with the law, since this is the job of the Supreme Chamber of 
Control or the public prosecutor's office. Rather I am talking abcut monitoring 
the degree to which economic activity is held to be in compliance with defined 
and, hence, priority social and economic goals. The people acting as proxies 

in performing a social control function as interpreted in this way are integral 
parts of a hierarchically organized economic or government apparatus. For this 
very reason, it most often happens that their decisions or recommendations are 
by their very nature not the result of bargaining over different economic ideas 
or bargaining between different sectors of the economy. In a crisis-ridden 
economy this apparatus is very powerful. This is illustrated by the issue of 
what to do about the appointment and recall of enterprise directors. During 

the aforementioned deliberations of the Sejm committees on the Law on Enter- 
prises the government proposed a list of 200 enterprises where the issue of who 
was to occupy the director's chair was to be decided solely by the parent agency. 
Right now there are many more enterprises than this that fall into this category. 


The loss of the power to monitor the enforcement of a law as soon as it has been 
promulgated gives rise to the desire to lay down rules governing each and every 
contingency within the letter of the law. A kind of fascination has grown up 
around the law and around all of the possibilities for interpreting it in 
different ways. There is a drive under way to come up with an ideal, standardized 
model in which every situation that might arise in economic life will be subject 
to rules laid down in statutory laws. Unfortunately, one feels compelled to 
draw an analogy with the way things were done in the old days when the Planning 
Commission was also trying to set rules governing all aspects of economic life 
by way of its various regulations and orders. The fact that this sort of thing 
ix going on becomes all the more clear in that the experience of last year 
proves that an attempt was made to plug every single loophole in regulations 
issued by economic decisionmakers, including those occupying positions not all 
that high up in the official hierarchy. In tandem with all the rules and 
regulations gore and more elements of the command-directive system are coming 
into play. It should be admitted that as of right now at the enterprise level, 
that is, on the level where the reform clashes head on with the command-direct ive 
practices of resources allocation, no frictions are emrging that pose a threat 
to the system as a whole. 


So, would it not be better to come right out and admit to ourselves that we are 
in the process of adopting a mixed economic system which is beginning, so it 
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would seem, to nudge its way out of the crib? This is a very risky arrangement. 
The command-directive system is extremely simple to run. For that matter it can 
even be run by intuition. For this reason, it is very readily absorbed into the 
structure of the economy, and it is extremely hard to eradicate it. Even though 
over short periods of time it does produce unexpected, tangible benefits, over 
the long run it throws the economy off balance and leads to a crisis. We could 
afford to take such a risk to achieve short-term goals only as long as we had 

a well-developed system of genuine social control. And the degree of social 
control we now possess is not altogether satisfactory. 


In conclusion I would like to try to give a shorthand-style summary of the 
consequences of placing constraints on the social base of the reform program: 


-~-vaguely defined jurisdictions of the central authorities; the unfinished 1981 
reform of government ministries; 


--the re-emergence of an intermediate management echelon in the economy in the 
guise of industrial assocaitions which in form and sbustance represent a 
departure from the intentions of the authors of the "Policy Guidelines for 
Economic Reform;" 


--the distorted role and mandate of public utility enterprises; 


--the exemption of entire sectors of the economy, often for unsubstantitated, 
undocumented reasons, from the rules of the economic reform program; 


--relent less pressure for wage increases, proof of which came in the form of 
the wage pauments made during the fourth quarter of last year; 


--the large number of enterprises benefiting from budget subsidies instead of 
having to go it alone in financing their operations. 


Of course, it can be argued as to whether all of the developments which I have 
listed above are the outcome of the absence of institutions of social control. 
There are undoubtedly many other factors that come into play here. Similarly, 
it is after all true that no one ever thought that the "Policy Guidelines" would 
be implemented without any changes whatever. I am certain of one thing. 
Namely, that the issue of public support should be taken into account as one 

of the factors causing the reform to be afflicted with deviations, distortions, 
and stumbling blocks. 


CSO: 2600/1248 


37 











POLAND 


MEDICAL SUPPLIES, EQUIPMENT PRODUCTION, SHORTAGES DESCRIBED 
Disposable Syringe Shortage 
Warsaw SLUZBA ZDROWIA in Polish 10 Jul 83 p 2 


[Article: "Forecast of Supplies of Basic Medical Equipment for 1984-85") 


[Text ] Domestic Produc tion 


1) Disposable syringes 


Deliveries by Lublin's Polfa Pharmaceutical Works (estimated amount in 
1983, 84 million units) currently meet just about 55 percent of health 
service needs. It is expected that 1984 will bring a decisive improve- 
ment in this area, after, in the last quarter of 1983, Polfa's Bolieslawiec 
pharmaceutical and ampule factory will start syringe production. 


Together with Polfa's Lublin plant, the amount of syringes to be delivered 
to health services will rise to 197 million units in 1985. (The current 
demand is estimated at about 180 million syringes.) 


Introduction of syringe production at the INTERPANDA foreign plant in 
Poland is in an advanced stage (1 million syringes are to be produced in 
the last quarter of 1983 and 20 million units in 1984). INTERPANDA's out- 
put is particularly important, because it reflects the latest trends in 
syringe design, making the work of medical personnel easier, saving ma- 
terials and allowing to use INTERPANDA's know-how in the domestic medical 
industry. 


Total projected output of disposable syringes until 1985 is to attain 
220 million units, which will cover Poland's demand. 


2) Disposable Blood Transfusion Devices 


Before the end of 1983, 19.4 million units are to be delivered (including 
7.8 million from MPChiL and 2 million from CZSP). Until domestic output 
attains the intended figure of 16 million units annually, the devices 
will be imported from Bulgaria. 











3) Disposable Needles 


The estimated output in 1983 will be 164 million units, that is, some 50 
percent of the national demand. 


The Factory for Surgical and Dental Equipment in Milanowiak will begin 
before the end of this year, carrying out the assignment entitled "Modern- 
ization of Milanowiak Factory of Surgical and Dental Equipment to Raise 
the Output of Disposable Needles to 250 Million Annually." This project 
will be partly completed before the end of the year, so that as early as 
1984 there will be a real effect in terms of increased supplies of needles 
for health services. The ultimate completion of the project is scheduled 
for late 1985. 


In view of the expected intensive increase in the production of disposable 
syringes, it will be necessary to import needles from the first payments 
domain, until the domestic industry attains a level meeting the increased 
demand. 


4) X-ray Film and Film Development Agents 


Since 1982, all shortages in this area have been eliminated. Adequate 
supplies of film and development chemicals are to be maintained until the 
end of this year and in future years. 


5) Recording Paper for Electrocardiagrams (EKGs) and Electroencephalo- 
grams (EEGs) 


Domestic production of EKG registration paper was started in the latter 
half of 1982; in the current year it will attain a level covering half of 
the needs for 3-track EKG paper (100,000 rolls), imported until now. 


The intended output of some 250-300,000 paper rolls annually is to be 
attained before the end of 1985. Domestic production of EEG registration 
paper is under development and close to production phase at Wroclaw 
Dolmed. (Production is expected to begin in the first quarter of 1984.) 


The general level of supplies of basic producer goods is expected to 
eliminate shortages of medical plastic and rubber articles and surgical 
and stomatological equipment. 


Before 1985, some 25 percent of medical equipment units are to be pro- 
duced in the country which are currently imported, including some 20 per- 
cent from second payments domain (neurological tubes, surgical tubes, 
pipes, etc.), as well as development of the production to meet an average 
of 75 percent of health service demand (currently some 55 percent). 


Il Import 


1) First Payments Domain 
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Imports from CEMA nations in 1984-85 will include articles either not manu- 
factured in Poland or manufactured in amounts insufficient to meet the 
nation's demand. 


The existing import agreement for the first payments domain includes a 
number of medical products in short supply, covering some 40 percent of 
demand; these are, among others, X-ray lamps, X-ray apparatus, autoclaves 
of 260-320 1, etc. 


Efforts will be concentrated on obtain.ng imports from socialist countries 
of articles currently imported from the second payments domain. 


2) Second Payments Domain 


Unfortunately, some 30 percent of basic medical equipment has to be 
supplied by import from the second payments domain. This includes, above 
all, the basic sets of medical technology (cardiostimulators, heart valves, 
oxygenators, blood pressure monitors, materials for skull lesions, hydro- 
cephalors, etc.). 


The sole exception is the Orthopedic Bank, where implantation materials-- 
including artificial hip joints--are to be produced by Baildon Micro- 
foundry. 


Despite the reports on attempts (by Polonia enterprises and crafts) 
to manufacture a number of plastic medical items used in general and 
special surgery in the country (such as intravenous infusion tubes, 
transfusion needles and tubes), continued import of these articles from 
capitalist nations has to be planned in amounts covering the nation's 
needs. 


Disposable Syringe Production 
Warsaw EXPRESS WIECZORY in Polish 21 Jun 83 pp 1, 2 


{Article by (zkr): "85 Million Injections With No Hepatitis Hazard: 
Disposable Syringes From Lublin Polfa"] 


[Text] In many countries, doctors do not remember 
any longer what the traditional syringe looks like. 
This case of amnesia is not likely to strike our 
doctors soon. Disposable syringes are still a rar- 
ity in outpatient clinics. Their sole domestic pro- 
ducer is Polfa Lublin Pharmaceutical Works. 


Public health services will receive 85 million plastic syringes this year. 
It is not impossible that, if everything goes on according to schedule 
until the end of the year, that is, if the number of accidents does not 
increase and employment keeps steady, hospitals and outpatient clinics 
will receive as much as a million disposable syringes in additicn to 

what they have already received. 
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Polfa has no problems with raw materials. Liten, or the polyethylene 
used to make the syringe cylinders, is supplied on schedule in sufficient 
amounts by our northern neighbor. 


The domestic supplier of polypropylene used to make the plungers is a.:so 
meeting its obligations. Plastics from Plotsk Petrochemia Works unfor- 
tunately have a high tar content, with negative effects to quality of 
Polish disposable syringes. This shortcoming will soon be eliminated. 


With good materials it is easy to make good syringes, provided one has 
properly working machines. The machinery at the LZF [Lublin Pharmaceuti- 
cal Works), however, is gradually falling apart. 


There are no spare components to allow proper work of injection mold- 
ing machines, while new machines are virtually unavailable on domestic 
markets. It is true that Polfa for years has maintained good contacts 
with the Ponar Injection Molding Machine Factory in Zywiec, but unfortu- 
nately it lacks... dollar accounts with it. Foreign clients who have no 
such long working contacts with Ponar, however, pay in hard currency, and 
the factory channels almost all of its output abroad. 


At any rate, modernizing the machinery alone would just allow to maintain 
the output of disposable syringes at the current level, but the needs of 
the health service sector are at least double that figure. Had Polfa 
managed to buy additional machines it would not know where to put them. 
In factory buildings, almost every square meter is used to its full capa- 
city alveady. Portions of the production operation are even going on in 
the factory loft. 


There is only one solution--new construction. But today's decision- 
makers slam their doors at the very sound of the word “construction.” 


"Last year, we still had the hope," says Stefan Kusnierz, assistant 


director for technology and production, "that the building of a new 
plant would be included in the central plan. Unfortunately, this never 
came about, so we started to try to obtain credit on our own. And de- 
spite the fact that our budget has been further trimmed meanwhile, the 
banks refuse to give us more credit. 


"As a result, we arrived at a halfway decision. We want at least to 
build a warehouse that we will soon be able to convert into a production 
area. We have already bought for our own account the site and brought 
warehouse building elements there. Hopefully, this time the bankers 
will treat us more favorably. As a matter of fact, syringe production 
pays well and investments will be returned soon." 


Lublin Polfa is still waiting for the banks’ response, but management is 
not sitting idly by. Among other things, it has started a cooperative 
production program with Bolieslawiec Vial and Ampule Factory. The latter 
will soon start manufacturing certain elements of syringes that will be 
assembled in Lublin. After Bolieslawiec factory workers acquire experi- 


ence, disposable syringes with Bolieslawiec Polfa's trademark will 
appear on the market. The sooner the better. 
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POLAND 


OFFICIAL COMMENTS ON DECISION TO DEVALUE ZLOTY 
Warsaw RZECZPOSPOLITA in Polish 1 Jul 83 ppl, 5 


[Interview with Stanislaw Majewski, president of the National Bank of 
Poland [NBP], by Jan Cipiur, PAP: "To Promote Exports: From 1 July a New 
Exchange Rate for the U.S. Dollar"; date and place not specified] 


[Text] The basic rate of exchange of the zloty in 
relation to the U.S. dollar is being changed on 

1 July 1983. The decision in this matter--in 
accordance with che principle set up in the Banking 
Law bill--was made by the president of the NBP in 
agreement with ministers of finance and foreign 
trade. The basic .ate of exchange, fixed on 

1 January 1982 at the level of 80 zlotys to U.S. 
dollar, has been raised to 95 zlotys for 1 dollar. 


Under the new economic system the foreign-exchange 
rate is one of the main control levers in the field 
of trade with foreign countries. Namely, it sets up 
the limits of profitability and exports. It should 
also provide the enterprises with a basis for making 
choices as to whether they should buy abroad or from 
a domestic producer, but--because of general supply 
shortages--that choice remains at present a theoreti- 
cal one. 


In the recent months the exchange rate problem has 
been the main topic of discussion, held almost daily 
among people involved in foreign trade. A PAP 
journalist asked the president of the NBP, Stanislaw 
Majewski, to explain and comment on some questions 
related to this decision. 


[Question] Mr President, for a long time now the exchange rate of the 
dollar has been higher than 80 zlotys. What are the sources of such an 
upward movement which takes place, after all, without having received in 
each case the "consent" of the head of the NBP, and how, in this context, 
the scope of the announced devaluation of the zloty can be defined? 
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[Answer] Following a principle practically implemented by us for 5 years, 
the exchange rate of the dollar changes on an ongoing basis as a result of 
its position on foreign exchange markets. Such changes are reflected in 

the exchange tables published by the NBP in the media. In the last days 

of June the current banking exchange rate of the dollar figured at 88.09 
zlotys. The raise of the exchange rate to 95 zlotys amounts, therefore, 

to a devaluation by almost 7 zlotys, or 7.8 percent. As a result, the 
currency exchange rates of other capitalist countries have been--percentage- 
wise--changed in a similar way. 


[Question] The decision to devaluate was probably dictated by our desire 
to increase exports to free-currency markets... 


[Answer] Yes, that is exactly what we had in mind. The exchange-rate 
level influences the profitability of production destined for foreign 
buyers. By raising profitability, the devaluation of the zloty creates 
more favorable terms for exporting enterprises. It is a simple process. 
Let us assume that we sell a certain product abroad for 1,000 dollars. 
As late as yesterday the value of such a deal, calculated in zlotys, 
amounted to 88,000 zlotys. From now on it will equal 95,000 zlotys. 


But not only individual enterprises are concerned. The change in the 
exchange rates is an operation which has an impact on the economy as a 
whole. Improved terms for producers of exported goods should bear fruit 
in the form of increased foreign-currency earnings on which, after all, 
our ability to pay for imports depends, including, in particular, pur- 
chases of raw materials, fabricating materials and spare parts for pro- 
duction. 


It should, however, be noted here that the foreign exchange rate is but 

one of several instruments or factors which stimulate production for 
export. One cannot, therefore, determine the pro-production effects of the 
devaluation in advance, or in a measurable and precise manner. 


[Question] Exporters will certainly welcome the raise in the exchange 
rate, but it might just as well mean more expensive imported goods. For 
instance, a spare part bought abroad for 1 dollar will now cost 95 instead 
of 88 zlotys. 


[Answer] Some changes in the domestic prices will therefore be necessary, 
in particular in the prices of raw materials and fabricating materials 
imported from the West. The moderate extent of the devaluation, however, 
tends to convince me that the movement of domestic prices as the result 

of the raised exchange rate will be similarly moderate. On the other hand, 
more expensive imports should promote more cost-effective management of 
products purchased abroad. 


[Question] Mr Precident, many interested parties had been calling for and 
expecting a more substantial raise of the exchange rate, up to 100, or even 
120 zlotys to the dollar. Is the exchange rate in force from now on a 
compromise solution, a compromise between the need to encourage export 
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sales and fears of inflationary processes, or do you possibly believe-- 
along with many other people--that in our situation a raise in the exchange 
rate amounts only to a bookkeeping improvement of our export sales profit 
rate, while a real improvement can be achieved only by way of a substantial 
reduction in production costs? 


[Answer] I do not share the conviction that in our situation a change in 
the exchange rate amounts solely to a bookkeeping change in the export 
sales profit rate. Under the economic reform the foreign exchange rate 
should be treated as an important economic indicator. As I have pointed 
out in my introductory statement, the main aim of the present change is to 
give an additional boost to the production of goods for export. I will not 
deny that there have been suggestions for a larger increase in the dollar 
exchange rate. I would like to point out, however, that starting on 

1 January 1982 changes went into effect in the area of producer goods 
prices with the intention of bringing our domestic prices gradually 

closer to the world prices. The dollar exchange rate also plays a role 

in this. 


So, any decisions made in this area must take into account that aspect as 
well. In other words, a too far-reaching devaluation of the zloty might 
have given rise also to undesirable results from the point of view of our 
general policy of price structuring, the premises of which were reflected 
both in the National Socioeconomic Plan for 1983-85 and in the anti- 
inflationary program. 


| fully share the conviction, implicit in your question, that cutting pro- 
duction costs is the most important factor that would contribute to a rise 
in the export sales profit rate, along with--and this is equally impor- 
tant--the effort to upgrade the quality of exported goods as much as possi- 
ble. The latter problem constitutes an essential factor which limits our 
export sales opportunities and the level of the foreign-exchange prices 
obtained. 


[Question] And what about the exchange rate of the transfer ruble? 


[Answer] The exchange rate of the transfer ruble, used in clearing 
accounts in our trade deals with the socialist countries, has not been 
affected. It remains fixed at the level of 92 zlotys. The good results 
obtained in exports to the socialist countries give us no reason to 
criticize the level of this exchange rate. 


However, what I said before about improving the efficiency of our export 
sales trade fully applies to exports to the socialist countries as well. 
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POLAND 


'NOT' REFORM PROPOSALS DEPART FROM OFFICIAL POLICY 
Warsaw RZECZPOSPOLITA in Polish 28 Jul °3 Supplement p 2 


[Table: "Basic Differences Between Law Reform Proposals Drafted by the 
Sctentific-Technical Committee's Group on Economics and the Economic Reform, 
and the Concept of the Reform as Contained in ‘Directions of the Economic 
Reform’ Ratified by the Ninth Extraordinary PZPR Congress and the Sejm") 


[A. = Law Reform Proposals Made by NOT Activists. B. = Content of Correspond- 
ing Notations in "Directions of the Economic Reform." Italics in slant lines] 


[Text] Item l 


A. "The enterprise's five-year plan is /approved/ by the founding body, after 
an expert opinion has been given by independent expertd' (Article 46, Para- 
graph 3 of the law reform draft on state enterprises). 


B. "The enterprises draft multiyear and short-term plans independently in the 
realm which they themselves determine” ("Directions of the Economic Reform," 
Proposal 64, p 34). 


Item 2 


A. “Plans are approved by the appropriate level of the administration in 
keeping with /the administrative structure's hierarchical organization/ (of 
the administration); at the same time the approval of the plans is the equi- 
valent of the granting of authoriZation to dispose of the funds allocated 
for their execution and the giving of the charge to carry them out in full 
while adhering to the conditions specified in them (Article 6, Paragraphs 2 
and 3, of the law reform draft on socioeconomic planning).” 


B. “In the new system /there is a departure from ... the principle of adminis- 
trative and centralized, and simultaneously schematic, management of the 


economy. 


“The common hierarchical subordination of local plans and plans of enterprises 
to the central plan is relinquished" and 
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“Governmental bodies purposely /will not use any directive tasks/ or ad- 
ministrative distribution of means (limits, allocations, and so on) in 
directing the enterprises” ("Directions of the Economic Reform," Proposals 
4, 37, and 63, respectively, pages 22, 24, 33). 


Item 3 


A. “The founding body has the right to oblige the enterprise to put tasks 
into the enterprise's plan and also the right to designate the tasks out- 
side the plan for the enterprise, if this is necessary to meet /social needs, 
defense needs of the country, in the event of natural disasters, or in 

order to fulfill the obligations of cooperative or international contracts"/ 
(Article 54, Paragraph 1 of the law reform draft on state enterprises). 


B. “The founding body has the right to oblige the enterprise to put tasks 

in the plan of the enterprise and the right to designate the tasks outside 
the plan for the enterprise, if this is necessary for /the country's defense 
needs, in the event of natural disasters, or in order to meet international 
contracts/ (Article 47, Paragraph 1 of the draft law on state enterprises, 
"Directions of the Economic Reform,” p 105). 


Item 4 


A. “The enterprise's statute /is approved by the founding body/" (Article 
\7, Paragraph 3 of the law reform draft on state enterprises). 


BR. “The draft of the (enterprise's) statute is drawn up by the director 
ind /approved by the workers’ council/." (Article 13, Paragraph 2 of the 
dratt law on state enterprises, "Directions of Economic Reform,” p 96) 


“The body exercising supervision over the enterprises suspends the statute, 
if it {ts not in keeping with the regulations of the law” (Article 14, Para- 
graph 1 of the draft law on state enterprises, "Directions of the Economic 
Reform,” p 96). 


Item 5 


A. “The following fall within the jurisdiction of the enterprise's employee 
council: 


/in the realm of decisionmaking/: 

1) approving or ammending the enterprise's annual plan, if the plan is not 
approved by the founding body, and also the undertaking of resolutions, at 
the director's request, in the realm of sections of programs for carrying 
out multiyear and annval plans; 


2) accepting the annual report and balance-sheet; 


3) making resolutions concerning plant social and housing construction; 
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4) making resolutions concerning the distribution of income remaining at the 
enterprise's disposal and assigning it to funds, along with the principles 
for using these funds; 


5) agreeing to sell machinery and equipment not needed by the enterprise 
and to make gifts; 


6) making resolutions concerning the engineering and improvement clubs 
{kluby techniki 1 racjonalizacji)]; 


7) making resolutions on the introduction of a referendum in the enterprise; 
8) selecting representation to the council of the association of enterprises; 


9) making resolutions concerning the expansion of cultural, sports, and 
tourism activity; 


/in the realm of giving an opinion/: 
10) undertaking resolutions oconcerning investments; 


ll) agreeing to enter into a contract to create a joint or mixed-capital 
enterprise; 


12) agreeing to create or enter an association of enterprises; 


13) giving an opinion on proposals concerning the merging or division of the 
enterprise; 


14) undertaking resolutions concerning a change in the enterprise's direction 
of operation; 


15) deciding to have the enterprise act as a corporate member of social 
organizations; 


16) giving an opinion on the enterprise's annual plan, if the plan is approved 
by the founding body" 


8B. “The enterprise's workers’ council makes /decisionmaking resolutions/ on 
the following matters: 


1) approval and amendment of the multiyear and annual plan, adoption of the 
annual report and approval of the balance-sheet, undertaking investments, 
ratification and amendment of the enterprise's statute, the making of agree- 
ments to create a joint enterprise or to join a group, plant construction, 
the creation or closing of sports, cultural, and social facilities and other 
facilities, as well as engineering and improvement clubs along with the es- 
tablishing of the principles of using them; principles of introducing into 
the enterprise a referendum concerning matters which fall within the scope 

of the workers’ self-government activity; 
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2) agreeing to appoint or recall the director of the enterprise or his 
deputies, or appointing and recalling the director of the enterprise and 
his deputies, if this authority is provided for in the directive on the 
creation of the enterprise or in the agreement on the creation of a joint 
enterprise; 


3) agreeing to change the direction of the enterprise's operations, to the 
distribution of the income remaining at the enterprise's disposal into 
funds, at the director's suggestion; agreeing to the principles for using 
these funds; agreeing to sell machinery and equipment which the enterprise 
does not need, and to make gifts.” (Article 22 of the draft law on the 
workers’ self-government of the state enterprise, “Directions of the Eco- 
nomic Reform,” pages 121-122). 


1. The workers’ council has the right to express its opinion in all matters 
concerning the enterprise and its management. 


2. Appropriate bodies are obliged to probe the opinion of the workers’ coun- 
cil on the following matters: changes in management, on the creation of the 
enterprise, the merger, division, or dissolution of the enterprise, the 
organizational structure of the enterprise, the entering of long-term con- 
tracts and agreements with other economic organizations and with bodies of 
government administration, cooperation between organizational units of the 
enterprise, protection of the interests of the consumer, suggestions of the 
enterprise director concerning the awarding of individual and group bonuses 
and other distinctions, suggestions concerning the granting of state desig- 
nations and awards, the organization and operation of social facilities, the 
distribution of funds for social purposes, the director's decisions concern- 
ing housing allocations. 


3}. The workers’ council is obliged to give its opinion on matters presented 
by the enterprise's director and the founding body, and also on other matters 
specified in the regulations of the law." (Article 23 of the above draft, 
“Directions of the Economic Reform,” page 122). 


Item 6 


A.“he direcwrof a state enterprise is appointed and recalled by the founding 
hody at its own initiative /after obtaining the opinion/ of the employees’ 
council or at the inittative of the employee council (Article 34, Paragraph 
1, Point 1, of the law reform draft on the state enterprises). 


Bh. “The director of a state enterprise is appointed and recalled by the found- 
ing body /upon the approval/ of the enterprise's workers’ council. (...) The 
ordinance on creating the enterprise may specify that the enterprise's 
workers’ council appoints and recalls the director of the enterprise” (Arti- 
cle 26, Paragraphs 1 and 3 of the draft law on state enterprises, "Direc- 
tions of the Economic Reform," pages 99 and 100). 











item 7 


A. “The deputy director of the enterprise and the chief bookkeeper are 
appointed and recalled /after an opinion has been expressed/ by the 
employee council” (Article ¥% of the reform law draft on state enterprises). 


8. “The deputy director of the enterprise is appointed and recalled by the 
director of the enterprise /with the approval of the workers’ council/" 
(Article 27 of the draft law on state enterprises, “Directions of the 
Economic Reform,” page 190). 


Item 8 


A. “The contracting of agreements to create a joint state enterprise is 
based on /decisions of the foundtag bodies/ based on opinions of the 
employee councils of the enterprises entering into the agreement” (Article 
ll, Paragrap.:: 2 of the reform law draft on state enterprises). 


KB. “A condition to entering into an agreement to create a joint state enter- 
prise is /the resolution of the workers’ councils of the enterprises entering 
into the agreement” (Article 10, Paragraph 2 of the draft law on state 
enterprises, "Directions of the Economic Reform,” page 95). 


Item 9 


A. “The tasks specified in the central plan, except for general data, are 
presented in /a voivodship breakdown/ and with a breakdown by sectors of 

the economy. Similarly the conditions for carrying out the plan and the means 
designated for carrying out the tasks of the plan are presented the same 

way in the financial section of the plan (financial plan),” (Article 10 

of the reform law draft on socioeconomic planning). 


bh. “The whole national economy is the subject of the central plans. In con- 
trast to previous practice, /no administrative breakdowns will be used/" 
("Directtons of the Economic Reform,” Proposal 39, page 25). 
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REFORM OFFICIAL REJECTS CLAIMS BY ‘NOT’ CHAIRMAN 
Warsaw TRYBUNA LUDU in Polish 4 Aug 83 p 2 


[Article by PAP: “Reform for Society and Through Society--Statement by 
Member of Secretariat of Committer for Economic Reform--Andrzej Wroblewski" ] 


[Text] A statement was made by Andrzej Wroblewski, 
member of the Secretariat of the Committee for Economic 
Reform in connection with an interview entitled "The 
Reform Must Be Good for the Whole Society” given by the 
president of NOT [Chief Technical Organization], 
Aleksander Kopec, to the representative of PAP [TRYBUNA 
LUDU of 10 July 1983]. 


The following is the text of the statement: 


A. Kopec objects that the opinions of the Polish technical intelligentsia 
about the reform are not heard with due attention and consideration. This 
thesis is contradicted by facts. Numerous representatives ot technical 
community are members of the Committee for Economic Reform and its teams. 
A. Kopec himself has been member of the committee since its beginning. A 
number of systenic and organizational moves have been undertaken with 
dominating participation of the interested scientific-technical societies. 
The initiative to create an Agency for the Protection of Environment and 
Water Control can be an example of this. Representatives of engineers, 
scientists and technicians dominate in teams working out concepts for 
regulating the problems of technical progress in the reformed economy. All 
the drafts of bills and more important decrees connected with the reform 
were passed tc NOT for consultation. The results of the 20th Congress of 
NOT were studied thoroughly and an attempt was made to use to the maxiaum 
the resolutions of the congress in improving the mechanisms of the reform. 
Fxtensive information about this matter was passed to the president of NOT 
and published in the supplement to RZECZYPOSPOLITA entitled “Economic 
Reform” (No 8). Finally, the fact that drafts for the modification of 
bills prepared by a group of NOT activists were discussed during the last 
session of the Committee for Economic Reform testifies to the seriousness 
with which the committee treats the initiatives coming from engineers and 
technicians. Thus the thesis of A. Kopec is at odds with facts. This does 
not mean that the influence of engineers on the solutions in the reform and 
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especially in their implementation could not be greater. It probably 
could, and work is being done with this aim in view, in which scientific 
and technical societies associated in NOT have a considerable role to 
play. 


The impression that opinions of the technical community are not properly 

valued was probably created as a result of rejection by the Committee for 
Economic Reform of the drafts for the modification of bills presented by 

the group of NOT activists. 


fhe problem requires a more extensive explanation. A. Kopec states that 
“modificating suggestions presented by us (i.e. by the group of NOT acti- 
vists) aim at changing the content of the bills so that they comply with 
the formulations which can be found in the main documents, namely ‘Basic 
Assumptions of the Economic Reform’ from January 1981 and ‘Program Founda- 
tions for the 9th Extraordinary Congress of PZPR' from wril 1981." Why 
does A. Kopec adopt drafts which were discussed before tiie congress as its 
program documents, instead of adopting as his basis the resolution of the 
9th Congress of July 1981 and the document entitled "Directions of Economic 
Reform"--an integral part of this resolution--remains his secret. Maybe 
this expres. s A. Kopec's lack of confidence that discussions before the 
congress and then at the congress could have influenced the final shape of 
the party program in any significant way. It is enough to compare these 
documents to see that consultation with the society and taking into con- 
sideration the results of party discussions is not a slogan, but live 
practice. If A. Kopec and the group of activists decided to compare their 
modifications with the program document of the 9th Congress entitled "Direc- 
tions of Economic Reform" (approved by a bill of the Sejm on 25 September 
L981), then: 


|) either they would give up a number of presented proposals; 


2) or they would stop persuading the society that the proposals presented 
by them are not against the reform (in the shape defined by the 9th Con- 
gress) but, on the contrary--"they are caused by anxiety about its effi- 
ciency." 


The list of divergences is fairly long. Let us concentrate on two problems 
of tundamental importance for the functioning of the whole socioeconomic 
system. 


The authors of the draft of modifications aim at restricting significantly 
the principle of self-government of an enterprise by taking away from the 
workers’ councils their institutional rights, restricting their influence 

on the directors of enterprises and putting the councils under the control 

of the founding organ. From among the 15 institutional rights of workers’ 
councils of different significance, which are legally obligatory at present, 
the proposed modifications of the bill on the workers’ self-government 
suggest the Liquidation of 7, including such important rights as that of 
adopting resolutions concerning capital projects, approval for the creation 
of a joint or mixed enterprise, approval for joining an association, adopting 
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resolutions on changing the directions of activity of an enterprise. And 
as regards the fundamental right of voting for the yearly plan the pro- 
posal suggests to empower the council to vote for the plan only when the 
founding organ resigns from approving it itself. 


As for the problem of filling managerial positions in the enterprise it is 
suggested that the alternative right of the council and of the founding 
organ to nominate and recall the director of an enterprise be lifted. In 
this respect the proposal leaves the councils with the right to express 
their opinion and sen’ resolutions to the founding organ, which is to be 
the only organ taking decisions in these matters. 


The proposals provide for giving the founding organ the right to suspend the 
workers’ council of an enterprise: "When the production capacity is uti- 
lized too inefficiently without justification; when lack of care for the 
property and its condition is visible; when insufficient efforts are made 

to introduce technological progress." At the same time nc possibility of 
appealing the decision of the founding organ is provided. One does not 

have to be a specialist to realize that this means full subordination of 

the self-government to the administrative organ, i.e. destruction of one 

of the basic foundations of the reform--the self-government of workers. 

(It is worth noting here that the bill on special regulation in time of 
fighting the socioeconomic crisis provides for the possibility of suspending 
the self-government body by the founding organ, but it also provides for the 
right of appealing the decision of this organ in the Committee for Self- 
Government of the State Council.) 


The proposals presented by the group of NOT activists express the tendency 
of their authors to increase significantly the range of interference of 
administration in the activity of an enterprise, which would considerably 
restrict the principle of self-government. While expressing dissatisfaction 
with the present rights of the founding organ to determine directly these 
tasks of enterprises which are connected with the defense of the country, 
cases of natural disasters and implementation of international obligations, 
the proposals provide for their significant expansion, since they suggest 
adding to this list “providing for social needs" and “implementation of 
cooperative obligations." The general character of these formulations 
would allow administration organs to use them widely. Consequently, the 
road to extensive interference by means of directive methods would be open, 
resulting in the return of preceptive-distributive methods of managing the 
economy. 


The proposal of the group of NOT activists suggests returning to the 
hierarchical structure of plans and to the practice of approving the plans 
of enterprises by appropriate managerial levels, which distribute the means 
for the implementation of these plans. These suggestions are openly con- 
tradictory to the provisions adopted in the "Directions of Reform," which, 
among other things, speak of rejecting the system of hierarchical subordi- 
nation. According to the "Directions of Reform" the plans of enterprises 
are to be created independently by these enterprises and do not require the 
approval of superior organs; and the cohesiveness of enterprise plans and 
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the central plan is to be guaranteed mainly through economic tools and 
information ties. Again one does not have to be a specialist to see that 
the system of functioning of the economy suggested by the group of NOT 
activists is significantly different from the system shaped by the prin- 
ciples of the reform. The adoption of the presented proposals would lead 
to the return to past methods, which had significantly contributed to the 
socioeconomic crisis. 


The statements of A. Kopec contain a number of demagogical elements. How 
else can one classify the statement in which the author says with irony 
that, after all, “the 9th Coagress never proposed e.g. inflation or poor 
quality.” In this way he is trying to persuade the reader that inflation 
and poor quality as well as other plagues of today are the result of the 
reform, as if A. Kopec did not know that inflation is mainly the result of 
wrong policy and faulty economic mechanisms, which were characteristic of 
our country in the 1970's. 


According to A. Kopec's evaluation the mechanisms of the reform which are 
being implemented "do not create economic motivation for the enterprises, 
so that they begin acting in the right way, but just the other way round: 
they act in the directions which are opposite to the needs of the state and 
the society." This view is false. We had a great social discussion on the 
reform and its effects, which was crowned by the debate of deputies and 

a special resolution of the Sejm. All of those concerned--the enterprises, 
party activists, political and social organizations, the Committee for 
Economic Reform, government and the Sejm agree that the reform contributes 
more and more to the struggle against the crisis, that positive tendencies 
are mainly shaped by more and more extensive applications of the principles 
ot the reform in economic practice. Naturally, there is no lack of criti- 
cal evaluations, postulates and resolutions aiming at improving the mechan- 
isms of the reform. This is understandable. The Committee for Economic 
Reform gives them specially great attention. We are conscious of the weak- 
nesses and drawbacks of the presently used mechanisms and tools. This was 
fully expressed in the “Report on the Implementation and Effects of the 
Reform in 1982." Work is in progress now to improve specific solutions of 
the reform in the light of accumulated experience, present conditions and 
tuture needs. Also NOT was consulted in this matter. The set of proposals 
presented by the activists of NOT contains also accurate suggestions, which 
will be considered in further work. Unfortunately, however, a number of 
concrete proposals presented by A. Kopec and the group of NOT activists 

are simply unacceptable. They are contrary to the economic knowledge and 
practical experience, they are simply contrary to ccmmon sense. For 
instance, the president of NOT recommends that in order to make exports 
more dynamic “production enterprises should be obliged to export part of 
their produce at the highest possible prices." How simple this is! 

Indeed, it is surprising that administrative decisions of similar type 
taken in the past did not improve our export position--just the opposite. 
\nother example: A. Kopec suggests that prices should be universally 
established on the basis of prime costs of production with a defined 

margin of profit. And it is known that this method is a direct way to 
increase the costs, for this would be the easiest way to increase 
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maximally the profits of enterprises. How this proposal is to be made 
compatible with the search for savings and efficiency--will also remain 
A. Kopec's secret. 


The last thesis of the interview under discussion strikes the reader with 
its accuracy and is very important. "The engineers and technicians," says 
the president of NOT, “are officers of the industry; they are standing in 
the same frontline as the working class and are to apply the economic 
reform in practice together with them. If the reform is to be successful-- 
it must also be their reform." The fact that the Committee for Economic 
Reform rejected the proposals for modifying bills presented by the group of 
NOT activists should be treated as an incident--the community of engineers 
and technicians has a special right to speak about the problems of reform. 
The opportunities for discussion and activity are widely open for the 
scientific and technical societies associated in NOT. These opportunities 
should be fully used. For it is only through the society that a reform 

can be shaped that will be good for the whole society. 


CSO: 2600/1201 











POLAND 


PLANNERS SEEK WAYS TO CUT LOSSES, REVIVE ‘FROZEN’ CAPITAL PROJECTS 
Warsaw ZYCIE WARSZAWY in Polish 30 Aug 83 pp 1, 6 


{Text] The fate of 1,600 capital investment projects, which were suspended in 
1980-1981 due to lack of funds to finance their continued construction aid, in 
some cases, due to the fact that these projects were deemed to be misguided or 
unnecessary, has been basically decided. 


Since April of this year a special task force under the direction of the chairman 
of the Planning Commission under the Council of Ministers has been working on an 
audit of the susperded construction projects and thinking about ways in which to 
carry on with the construction work or find some other use for these projects. 
the conclusions which were arrived on che basis of this audit were made public 
on 29 August at a press conference held at the Planning Commission offices. The 
conference was presided over by the vice chairman of the Planning Commission, 
Wladyslaw Jablonski. 


An enormous amount of money, at current prices estimated to be in the neighborhood 
of 400 billion zlotys, is tied up in these suspended capital projects. Last year 
around 16 billion zlotys had to be spend on conservation and maintenance just to 
prevent these construction projects from falling to pieces. Another 1.1 trillion 
zlotys would have had to be spent in order to bring these projects to completion, 
and this is something that the economy simply could not afford. Even apart from 
this, the completion of all of the projects started in past years would cost 

' trillion zlotys, that is, a level of spending which might be earmarked for capi- 
tul projects over the next 5 years or so. 


in any event, there are some capital projects which are not worth finishing and 
should be dropped altogether. Some examples in this category include additional 
pretab housing factories which were supposed to expand the already overextended 
oretab manufacturing base or more “poultry factories” relying on imported feed 
which is net available. 


fhe tirst survey of these suspended construction projects was made last year. 

At that time a thorough study was made at 630 capital projects financed by the 
central government, and it was decided that work should continue after 1983 on 
440 of these projects. However, these appraisals proved to be too optimistic. 
The plan covering the period 1983-1985 called for further belt-tightening in the 
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capital spending area, and only a limited amount of funds could be appropriated 
tur suspended construction projects. Under these circumstances the Sejm enjoined 
the government to make another survey of these "frozen" capital projects. This 
was the origin of the new appraisal submitted by the Planning Commission during 
Monday's press conference. 


it cam out during this press conference that investors reported 964 suspended 
construction projects to be covered by the survey. This means that they intend 
tow tinish the remaining 600 projects by relying on their own capital expansion 
tunds. 


lt is the judgment of the investors that most of the building projects submitted 
tor auditing (i.e., 583) should be completed. Generally speaking, these are 
capital projects which are intended either to add to existing capacities or 
eliminate various kinds of production bottlenecks. Unfortunately, a program of 
these dimensions would necessitate a total outlay on the order of 650 billion 
vlotys, i.e., a level of spending which--as was already pointed out--exceeds the 
‘apabilities of our economy. However, the audit task force did acknowledge that 
over the next tew years it will be imperative that work should be resumed on 

444 of these projects, the completion of which will cost 148 billion zlotys. 


ihe “untrozen" capital projects are supposed to be paid for mainly by relying on 
an enterprise's own funds and bank loans. However, it is expected that budget 
subsidies, ranging upwards of 32 billion zlotys, will also be set aside for this 
purpose. These budget appropriated funds are supposed to be used first and fore- 
most to eliminate especially severe shortfalls in the production of scarce goods 
such a8 vehicle battertes. 


At the same time, though, there are 520 capital projects, on which around 300 bil- 
lion zlotys (at last year's prices) have already been spent, which will definitely 
be scrapped. It will be possible to recover only some of this money by using 
these facilities for other purposes or selling them off to other users. 


fhese wasted expenditures will have to be written off as losses attributable to 
the “proliferation” of capital spending during the 1970's to exaggerated and in 
vttect uncontrolled proportions. 


loduy, as was pointed out at the press conference, we are going to the other 
extreme by scaling down capital spending to a level that falls below the 

necessary minimum. As far as the period 1983-1985 is concerned, this is due in 
lurge measure to the simple necessity of cutting back on capital spending so that 
we can avoid a further decline in Living standards. However, a three-fold reduc- 
tion in the share of capital spending in the national income (in comparison with 
the 1970's) poses the long-range threat of the decapitalization of the country's 
productive capital stock and the emergence of an increasingly wider technology 

zap in relation to other countries. For this reason, the next five-year plan should 
be «a period marked by the gradual expansion of capital spending. Carrying on with 
work on the construction of these "frozen" projects or putting them to other uses 
are two ways in which this might be accomplished. 
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POLAND 


RETTER INCENTIVES FOR LOCAL GOVERNMENT BUSINESS INVESTMENTS URGED 
Warsaw RZECZPOSPOLITA in Polish 14-15 May 83 p 3 
[Article by Zofia Krajewska] 


[Text] The anti-inflation program has a clean-cut objective. We should re- 
activate unused plants and create local industry wherever this is possible. 

In order to support enterprises of this type, extensive tax and credit prefer- 
ences are simultaneously being introduced. The NBP [National Bank of Poland] 
is obligated to provide financial assistance and easy credit terms to newly- 
established enterprises, Provincial governors and managers are also obligated 
te support local tnitiatives. 


In principle, the above formulation leaves no doubt as to the policy of devel- 
opment and the search for production reserves. In accordance with the program, 
small-scale industry is becoming one of the more important elements in the 
fight against inflation, and a temporary measure for overcoming the crisis. 

Rut is this the only role it has? 


It seems that one can find in the government plan assumptions with a broader 
view, which is significant for the development of industry--namely, a tenta- 
tive beginning of instituting structural changes in our economy. Departure 

from gigantic industrial complexes and conversion to small-scale production 

and small enterprises are officially regarded today not only as an economic 

necessity in the crisis but in general as a condition for modern, economical 
and effective management. 


The past few years have clearly shown how defective in practice was the con- 

stuuction of gigantic industrial plants to measure up to the ambitions of the 
second Poland. It is quite possible that today we shall have to start creat- 
ing the second economy precisely from those small-scale production units that 
were so slighted during the entire past decade. 


In 1970, enterprises employing fewer than 100 people comprised approximately 
19.8 percent of all plants in the country, and in 1975, only 10.5 percent. 

In 1980 this figure declined to 6.9 percent. Ten years ago small production 
units employed 1.8 percent of industrial workers, in the mid 1970s 0.8 percent, 
and in 1980 less than 0.5 percent. The process of concentration affected not 
only major industries but also the cooperative movement. Three years ago the 
value of goods produced by small plants constituted 0.3 percent of total pro- 
duction; in state industry this figure was 0.1 percent, and in the cooperative 
movement, 2 percent. 





57 











in the countryside, brickyards are overgrown wit weeds and mills have stopped 
working. The local industries, which were inco orated en masse into large 
complexes, have lost their legal identity and turned into warehouses and bar- 
racks. Small articles, agricultural tools and spare parts have disappeared 
trom the market. 


All collectivized small-scale industry, which as a result of internal reorgani- 
zation has also ceased to be so small (employment in some cooperatives is be- 
vinning to approach the level of several thousand people), provided 6.7 per- 
cent of the goods produced in the country in 1981. Collectivized craft enter- 
prises contributed 2.5 percent of this total. At the same time, in the FRC 

the share of small-scale industry in the economy reached 47 percent; in France, 
4% percent; in Italy, 46 percent; and in Sweden, 53 percent. 


fFeonemtic Controntatton 


While small-scale industry in other countries grew into an economically justi- 
fied force, it could not withstand the competition in Poland of the large-in- 
dustry lobby. It is difficult to guess the reasons for this, particularly 
when the answer is being sought not in overblown ambitions but in economic 
malyses, For example, the degree of utilization of fixed assets in 1981 
amounted, for state industry, to 0.87 zloty for each zolty invested in equip- 
mnt. In the cooperative movement this figure was 2.8 zlotys, and in craft 
enterprises, 5.4 zlotys. In general such calculations have not been made for 
Inc al findustry, a fact that is also not without its significance. It can be 
issumed, however, that even if the figures are worse than in the cooperative 
movement, they still greatly exceed the economic “achievements” of large 

pl mrs, 


leapite this flood of statistics, one more comparison must be made here, namely, 
the cost of equipping the workplace. In 1981, in state industries this cost 
amounted to 690,00 zlotys; in cooperative enterprises, less than 175,00 zlotys; 
and in craft enterprises, only 26,00 zlotys. Even if we assume that the above 
data also tndicate technological deficiencies in small-scale industry, the con- 
clusion remains unchanged. Small plants and workshops are able to utilize 
michinery, inexpensive labor and local raw materials to a much greater extent, 
to minimize the costs of transportation and to adjust more quickly to the needs 
of the local market, 


Planning Assumptions 


The economical nature of small-scale industry should particularly be taken into 
account in the conditions of the crisis. Indeed, this is slowly beginning to 
happen. Clear evidence of this can be found in nearly all government documents, 
beginning with the t-vear plan and ending with the savings and anti-inflation 
programs. According to planning issumptions, the anticipated growth of small- 
vale industry up to 1985 will greatly exceed the development of “large” produc- 
tien. To all small-scale tndustry this growith will attain 51 percent: 31 per- 
cent in the colleetivized sector and 83 percent in craft enterprises. The high- 
est index of growth and development of production in collectivized small-scale 
industry has been “reserved” for local state industry. The sums allocated range 
from 21.5 billien zlotys in 1982 up to 35 billion zlotys in 1985, an increase 

of 62.8 percent. 
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Such are the planning assumptions and the governmental priorities. Whether or 
net they can be tmplemented remains to be seen. To be sure, all the theoreti- 
(al toundations have been created, but there is some doubt as to whether the 
plans implemented thu. far will be sufficient. Experience tells us to be cau- 
tious In this regard. Unfortunately, one cannot escape facts, and these for 
the time being are not conducive to optimisn. 


At the beginning of 1981, at a time of particularly intensive reactivization 

of local industry, more than 700 former industrial plants were selected. They 
had been absorbed by large industries and yet, in accordance with economic 
logic, should have been returned to the supervision of the provinical governors. 
niy 200 were left after preliminary consideration of these proposals. The 
wads of individual departments agreed to give up 45 of the 200 plants, most 

of which were in deplorable condition. After careful inspections, the provin- 
(lal governors agreed to accept...two. 


In 1980, there were 25 local industrial enterprises functioning in the country, 
tl in 1981 and 45 at the end of 1982, Of these, 10 were put into operation by 
the minister of health, who is personally responsible for progress in the re- 
wtivization of local industry. As for the situation today, local industry is 
developing uncertainly in 19 provinces, while in other provinces it is com 
pletely lacking. Reactivization is proceeding at a snail's pace. On the one 
hand there is no one willing to give up production facilities, and on the other 
hand there is no one who wants to take them over. 


Speak to the Pocket! 


Provinetal governors and managers even have a convincing rationale for their 
resistance. If the provincial authorities decide to put a local plant into 
operation, despite the financial, organizational and supply problems connected 
with this undertaking, they will only gain revenues for their budget. But 
this is a doubtful gain at best, because in such circumstances the central 
ywovernment reduces the subsidy for the province or commune precisely by this 
hird-won amount, More perspicactous managers and provincial governors consider 
what might happen if the newly established enterprise does wot succeed. It 
will moet sell its products and will not earn the money to make payments to the 
local fund. These questions are particularly pertinent inasmuch as there is 
usually « deficit in such cases. As a matter of fact, without local industry 
the provincial authorities find it easier to conduct business: they receive 
whbatdies and have no problems. 


Observations from the provinces cannot be taken lightly. Fulfillment of the 
inti-inf lation program requires additions to the mandatory plans--not only 
tacilittes for the establishment and construction of local enterprises, but 
tlso Incentives for the local authorities so that those provincial governors 
who seek to obtain thetr own industry will be in a financially better situation 
than those who quietly wait for subsidies without doing anything. At present, 
amlil-scale state industry is arising mairly because of local ambitions and a 
feeling of economic and social need. This might have been enough in the be- 
ginning, but it may prove insufficient to accelerate the process of “splitting 
up” of our economy. 
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YUGOSLAVIA 


VC JVODINA-USSR ECONOMIC COOPERATION 
Belgrade PRIVEDNI PREGLED in Serbo-Croatian 27 Jul 83 p 4 
/Articie by § Razic/ 


/Text/ Some ot Vojvodina's metallurgical orgenizations 
have cooperated with Soviet partners for several years. 
Potisje of Ada has concluded a contract for specializing 
in the production of metal processing machines with 
Stankoimport of Moscow. 


The “oviet Union has beer Votvodina’ most significant foreign trading 
partner for many years. It occupies first place in the province's 
total foreign trace. in earlier years trade with the USSR amounted to 
25 percent, but last year it reached 38.3 percent of the province's 
total economic exchange with the world. Besides the exchange of goods 
between Vojvodina and the USSR, credit cooperation has aiso been 
developed as well as other forms such as specialization, cooperation 
and finishing. 


Although the results are good, there are barriers which hinder the 
exchange’s improvement. The deficit is one of them. In the last planning 
period, the deficit grew from year to year and reached $621.1 million. 
Also, Vojvodina has shown w deficit in its exchange with the Soviet Union 
in the tiret 2 years of the current period. In 1981, Vojvodina's total 
exchange of goods with the USSR amunted to $797.7 miJlion. Of this. 
$365.1 million were exports from Vojvodira to the USSR, while imports 
amounted to $419.6 million, for a deficit of $27.5 million. Last year 

in relation to the previous one, the scope of exchange was reduced 10 
percent (exports by 9 and imports by 12 percent). The value of trade 

in .Sf. was $717.1 million ($349.2 million in exports and $367.8 in 
imports for a deficit in Vojvodina of $18.6 million). 


Consumer goods make up the greater part of Vojvodina's exports to the 
USSR--last year these were worth $211.7 million. Within its framework, 
first place goes to leather footwear with rubber soles ($38.9 million), 
then come canned ham ($21.1 million), floor coverings on a textile base 
($18.2 million), liver pate ($13.5 million) and prepared mecicines $10.1 
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bliom). Seed corm ($17.8 million) uples the tost imertant 
position in reproductive experts (these were worth $62.4 million in 
1962), then come valves and faucets ($12.6 million>. 


Vo'vedtna exported $55.1 million worth of investment goods to the USSK 
lust year. The most important of these were: transporters, cable cars 
ind parts ($14.6 million), meta] processing machines ($7.6 million), 
industrial furnaces ($6.2 million), drills ($5.3 million) and alupinus 
~“tructurces ($4.7 million). Organizations from Vojvcdina imported from 
the Soviet Union mostly raw and reproductive materials. vrude oil 
(5150.6 million) and natural gas ($92 million) cccupied the first places 
in last year's imperts. As far as the structure of Vojvodina's economy 
is «cnceroed, a high percentage of agricultural and food processing 
industries Calmost 40 percent) were interested in the Soviet market, 
bul most of these were under export Licenses. 


One important tact deserving attention is the signing o1 a cortract in 
March of this year by the Dunavbrod and Agrovojvodina -Novi Sad Commercial 
Associations with Sudoimport of Moscow for the export of 15 specialized 
ships--4 refrigeration ship and 4 tugboats worth $135.3 million. Four 
shipyards will comstruct these vessels ("Boris Kidric"--Apatin, "Novi 
Sed"--Novi Sad, “Begej"--Zrenjanin and “Sava--Macvanska Yitrovica) and 
their delivery date will be in 1986. 


Several of Vojvodina's metallurgical organizations have coopercted with 
viet partners tor several years. Amn these is the Iron and Tempera 
foundry of Kikinda, which has cooperated with Stankoimport anc 
Auteproimport for more than 10 years by specia.izing in the production 
t universal machines and by cooperating in the procuction of tool machine 
parts tor the Soviet market. Pancevo's Utva has signed a contract for 
production cooperation with Avtoeksport of Moscow. In question are the 
production and delivery of chassis, bodies and parts. Milat Vida of 
Futos, besides exports of Light radio armature systems, is also finishing 
products tor the Soviet market. Negotiations are under way concerning 
mre tinishing work, and it is hoped to convert this into long-term 
cooperation. Potisje ot Ada bas closea a contract with Stenkoimport cf 
Moscow tor spectalizing in the production of metal-prccessitg machines. 
A balance is sought in trade with the Soviet Unicn in order to eliminate 
the deficit. 
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YUGOSLAVIA 


CROATIAN +ORFIGN TRADE, PAYMEX.S STATUS 
Belgrade PRIVREDNI PRECLFL in Serbo-Croatian 2/ jul 43 p G 
‘Article by Tomislav Kapetanic/ 


/Text; The hard-currency surplus has reached $540 
million in the first 5 months. This and other sources 
of revenue will primarily be used to pay debts. 


The Croatian economy a year ago was the first in the country to reach, as 
it is commonly eaid, the not very rosy situation in which all republican 
and provincial economies, not to mention the Yugoslav economy cs a whole, 
find themeelves. Namely, Croatia first felt the results of the 
stagnation of industrial production. It was the firet republic in 

which a financial institution, and the largest at that--Privredna banks 
Zagreb--fell into the hard-currency trap and dinar illiquidity. Croatia 
is also the tirst republic, which has succeeded in reducing its foreign 
vebt. Will its economy be the first to succeed in extracting itself 

from the difficult economic situation? 


“Mah core hee been said about this in recent months. A mountain of 
dive.se analytical materials in the Economic Chamber, seif-Management 
interest Association for Foreign Economic Pelations, the Executive 
Committee and the Assembly has been composed. This has also been widely 
discussed recently at the plenum cf the LCC Central Comittee. The fact 
that even despite huge efforts, the state of this republic's debt has 
mot essentially changed shows the weight of the problem oi hard-cutrency 
liquidity. The relevant numbers concerning thie debt ere: in 19860, 
$3.4 billion; in 1961, $3.6 billion, and in December of last year, $3.3 
billion. It is necessary to emphasize that this huge debt is mostly 
due to the import of ofl, becouse the hard-currency share for this 
import is not orgenized in the best way throughout the entire country, 
ma the reswurces are secured by short-term borrowing. Too large o 
muss of toreign accumulation is built into the financial and, of course, 
reproductive mechanism by this procedure. It has grown very quickly in 
the finencial-material constant. Figsally. this shows that the debts 
which have occurred cannot be dealt with by short-term or individual 

™ assures. 
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whot does the new foreign credit paclage represent for this economy in 
this regard? According tu Ante Markovic, president of the Executive 
(meittee of the Assembly, it is most important now to pay all the 
interest and principle which is not iacluded in the rescheduling. 
Croati. still has $92 million of unpaid obligations as of January. 

All the unpaid debts are related to the Privredno Lanka Zegreb, whose 
«count holders are also the largest econom.c systems in the republic. 
Uther banks have not yet been lete in repaying foreign debts. Other 
creditors must be paic as soon as possible in order to be able to open 
new lines of credit for purchase, especially of reproduction material. 


‘uch is ow said about how exports have deceived even the greatest 
ptimists. Ina the last 5 months, the total hard-currency surplus in 
Croatia bas reached $540 million or an average of $107 million sonthly. 
Ihis and other earned resource: will now te used, above all, for 

repaying debts up until the end of August. Of the total debt, $1860 
«illion belongs to the Industrija matte in Zagreb /iNa/. INA, however, 
dees not dare export most of its production. It is either on a prohibited 
rey'me oc one of export license. Therefore, INA has submitted the demand 
that ft is allowed to export derivatives in order to repey ite accum lated 
lebts. This demand, which has both support and opposition, is tied, 
moreover, to the efforts of the entire republic to settle its obligations. 
INA’s cemard is perhap: logical in this situation, because, if the export 
‘t detivatives, gas or artificial fertilizers is approved, it wiil secure 
hard currency with which to repay debts, which fcr a]1 of Croatia have 
reached $300 million. Therefore, it is expected in the republic that the 
tederal organs will allow Creatia, deepite the ban, to export about 
‘00,000 tons of derivatives, which would reduce domestic consumption by 


> per ent. 


Ihe activity «f ail the social forces of Croatia has been aimed in 
lee -ulbmer conths at surmounting the present crisis. But attention 
nevertheless remains on increasing production for export, the regular 
payment of debts and reducing all types cf imports. 
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DATA ON PERSONAL LNCOMES ACCORDING TO ECONOMIC SECTORS 
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/Arti« le? 


of Economic and Noneconomic Activities” 


/ Text 


Significant changes in the movement of personal income in 





YUGOSLAVIA 


“Significant Changes in the Rank Lists in Individual Sectors 


individual regions and branches of ecom mic and noneconomic activity 
This has led to changes 


have been noted in several of the recent ycars. 
in the order of sectors according to personal income, which is best noted 
from the following survey: 





Area 1977 1978 1979 1980 1981 1962 

tote! 4,198 5,075 6,113 7,368 9,846 12,542 
economic activity 4,079 4,913 5,928 7,167 9,675 12,329 
industry 3,927 4,732 5,688 6,955 9,557 12,153 
igriculture 3,921 4,494 5,31¢ 6,616 9,354 12,454 
forestry 3,863 4,595 5,665 7,089 10,246 12,962 
water economy 4,349 §.2)2 6,249 7,448 9.842 12,264 
construction 4,090 4,927 5,911 7,022 9,239 11,719 
transport 4,478 5,410 6,551 7,904 10 . 586 13,430 
retail 4,136 5,004 6,10<4 7,174 9,334 11,962 
touriem 3,580 4,319 5,203 6,365 8,458 10,908 
handicraft 4,268 5,237 6,399 7,741 10, 386 13,148 
hous ing 4,115 5,005 6,065 7,275 9,556 12,216 
{ inance 5,642 6,815 8,194 9,564 i2,367 15,547 


when the movement of personal income is analyzed within the framework of 
economic activities in the cited period, several conclusions may be drawn: 


--the average personel income in 19862 in economic activities was 213 dinars 
leas than the tcta. average; 


--"“financial and other services’ held first place throughout the entire 


period, which can cleo te said of the organizations fron the sector of 
transport and com unicat ions; 
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-tor the tirst time last year's average income in agriculture was greater 
than that in industry and mining; 


--an e¥ypressed jump in the personal income of handicratt organizations was 
ooted in the last 2 years; 


--last year's lowest average inceme was noted in hotel and tourist 
 vpganizations, which has been characteristic for the last several years, and 


—-the increase in personal income in !9t2 in relation to 1977 was the 
following: 8,259 dinars in economic activities, 8,226 in industry and 
mining, 8,533 in agriculture and tishing, 9,099 in forestry, 7,915 in 
the water economy, 7,269 in construction, 8,952 in transport and 
communications, 7,827 in retail, 7,378 in hotels and tourism, 8,8&0 in 
handicrafts, 8,101 in housing ectivities and 9,905 dinars in financial 
md other services. 


Such a comparison of the movement of personal incomes shows that the 
wrealest growth was enjoyed by financial aud other services aud in 
torestry, while the smallest growth was in hotels and tourism and in 
Construction, 


Siynfticant changes have also appearec in noneconomic activities. 
Althouy! an increase in personal incomes was noted in all sectors, 

it must be emphasized that the tendency cf recent years, when personal 
incomes were the greatest, has continued further. This is, above all, 
related to sociopolitical communities /DPZ/ and organizations and to 
OUR /Or,anizations of Associated Labor/ where the greatest personal 
incomes ore otherwise roted. This cau also be said of resear. and 
sociopolitical organizations. 


Area 1977 1978 1979 1980 = 1981 1982 
nomeconomic act. 4,865 5,923 7,067 8.428 106,746 13,658 
education and cul, 4,819 2,913 7,212 8,560 10,950 13,856 
ilth and soc. sec 4,560 5,565 6,730 7,918 10,199 12,966 
ina Orgs. 5, 301 5,381 7,354 8,884 11,157 14,269 
ihe overage personal income in noneconomic activities has increased in the 
inviyzea period by 8.793 dinars, which is 543 dinars more than in economic 


1ctivities. However, a much clearer picture is obtained if the movement 
in the individual sectors of nomeconomic activities is analyzed. This 
shows the following characteristics: 


—within the framework of education and culture, the greatest average 


personal income last year was enjoyed in research activities. It 
increased from 5,836 dinars in 1977 tc 17,557 dinars Jast year; 
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-~health care, within the framework cf health and social security, last 
yeat bad an average of 13,362 dinars (19/77, 4,674 dinars), while social 
security had 11,363 dinars (1977, 4,00] dinars’; 


--within the tramework «f sociopolitical communities and organizations, 
the cost outstanding position be’onged to OURs, where income in the 
inalyzed period jumped from 6,736 dacars in 1977 to 14,922 in 1981 and 
16,767 dinars last year. Except for the average in water transport 
(16,895 dinars) and pipeline transport (18,506 dinars) and pipeline 
transport (18,806 dinars), last year's personal income of those employea 
in OUR asscciations occupied third place of all sectors. 


An eypressed growth in personal incomes was also noted in sociopolitical 
organizations, especially in the last two years: from 5,930 dinars in 
197/ to 12,208 in 1981 and 15,492 last year. Something similar was noted 
in selfManagement interest associations: 5,129 dinars in 1977 to 12,208 
in 1951 and 14,149 dinars last year. Otherwise, within the framework of 
octopolitical communities and organizations, the smallest personal 
income last year was enjoyed by SPA organs, which was also characteristic 
t previcus years. 


A more det. iled analysis ot the average personal incomes inside the 
individual sectors 40d branches of course would provide several other 
answeis to where is the greatest and "best" salary. However, even the 
inswers cbtained point to certain trends, which have continued already 
for many years and which show that productive labor stiil is "legging 
behind." This is especially verified by the picture of the conditions 

in industry or some other sectors and branches, which enjoy visib!y lower 
personal incomes thar the total average or average in economic and 
noneconomic activities (in the production of stone and sand, last year's 
personal income amounted to 10,532 dinars. In the production of finishec 
textiles, it was 9,931 dinars. In personal craft services, it was 9,588 
Jinars, while in the production of quarried materia] and slabs, it was 
\L,<27 dinars). Obviously, this means that there still exists a great 
“ditterence” between hall and office. Although not complete, this 
analysis verities that in the best way. 
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